


VOL. XXIII—No. 6 
35 cents per copy 


JANUARY 1, 1957 


TWICE A MONTH 
$7.00 A YEAR 





In the Cause of Peace and Freedom 
RULE OF LAW UPHELD 


Anglo-American Relations 


WE SHALL NOT BE DIVIDED 


Friendship 


Dedicated to democratic Way of Life 
BELIEVE IN NONAGGRESSION, NONINTERFERENCE AND COEXISTENCE 


The New Asia 


WHAT IT MEANS NO MAN CAN FORETELL 
Mr. Perkins Returns to the Land of 
the Bolsheviks 


HOPE FOR FRESH THINKING 


Woodrow Wilson 


PROPHECY AND PERSPECTIVE FOR THE PRESENT 


The International Labor Organization 
SOCIAL RESPONSIBILITY FOR PROGRESS 


True Prosperity in America 


A LOOK AT THE RECORD 


Tight Money and Sales 


LET US PROCEED WITH CONFIDENCE 


IMPARTIAL . CONSTRUCTIVE 


Between France and United States 
AGREE ON MAIN OBJECTIVES; DIFFER ABOUT METHODS AND TIMING 


By Richard M. Nixon 


Vice President of the United States—Page 162 


By Harold Caccia 


Ambassador of Great Britain—Page 167 


By Herve Alphand 


Ambassador of France—Page 166 


By Jawaharlal Nehru 


Prime Minister of India—Page 169 


By Carlos P. Romulo 


Ambassador of the Philippines—Page 171 


By Eric Johnston 


Pres., Motion Picture Asso.—Page 172 


By Allen W. Dulles 


Director, Central Intelligence—Page 176 


By Mark J. Fitzgerald 


Dept. of Economics, Notre Dame Univ.—Page 180 


By George M. Humphrey 


Secretary of the Treasury—Page 184 


By Ben H. Wooten 


Pres., First National Bank, Dallas—Page 188 


4 AUTHENTIC 


THE BEST THOUGHT OF THE BEST MINDS ON CURRENT NATIONAL QUESTIONS 











Vital Speeches of the Day 


RPG. U. 8. PAT. OFF. 





VOL. XXIII 


JANUARY 1, 1957 


No. 6 





In The Cause of Peace and Freedom 


RULE OF LAW UPHELD 
By RICHARD M. NIXON, ® Vice President of the United States 


Delivered before the Automobile Manufacturers Association, New York, New York, December 6, 1956 


constant desire for perfection and progress as does 

our annual showing of new models of powerful and 
comfortable automobiles. When we compare the cars of today 
with the slow awkward versions of 50 years ago, we not only 
see what American ingenuity and skill have accomplished in 
the past, but we see also an almost unbelievably exciting future 
in our continued economic development. 

If the only problems confronting us today were economic, 
we might well be satisfied and even complacent as we look to 
the future. The fact that 60 million Americans are proud 
owners of these automobiles or earlier models is in itself a 
symbol of a prosperity that truly has reached all levels of 
society. For the first time in history we are approaching a state 
in which poverty and economic exploitation will be abolished 
in a major industrial nation. 

But in the world today there is no place for complacency, 
no matter how well-founded it may appear. None of us can be 
blind to the fact that a cloud hangs over our heads. It is a 
cloud of anxiety and even of fear. We see it as the mushroom- 
shaped cloud that spells a solemn warning, a warning that this 
prosperity could be wiped out in an instant in the awful flash 
of thermo-nuclear warfare. 

Consequently, I believe it would be appropriate to discuss 
tonight the great events of the last 40 days which will have 
such a tremendous impact upon our future. 

There have been some depressing and alarming comments 
on those events by some observers of world affairs. The critics 
of despair and the prophets of doom are telling us that all is 
lost. Among the dreary conclusions we have recently heard 


and read are these: 


N cease in our economic life so well symbolizes our 





*Prepared text. Because of limit on time, Mr. Nixon was not able to 
deliver the entire address. 


The cause of freedom in Hungary has been crushed 
forever by Soviet power. 

Dictatorial forces are stronger than ever in the Middle 
East and the Soviet Union has won a massive victory in 
that area of the world. 

The Atlantic alliance has been irreparably shattered, 
and the breach between the United States and its Euro- 
pean allies and friends may never be healed. 

And finally, United States policy is primarily at fault 
for these disastrous developments. 

I do not believe that our foreign policy should be immune 
from criticism. The bipartisan support given our policies— 
and it has been a generous and patriotic support in both the 
House and Senate—does not mean carbon copy endorsement 
of every action taken by the administration. And certainly it is 
the function of the press in a democracy to inform and criticize 
freely in this field as well as in others. 

In all fairness, however, I believe that some of the critics 
are taking a shortsighted and immature view of the issues. 
They are shortsighted because they allow the attractiveness of 
apparent immediate gains to blind them to the expense of 
tragic future losses. And their demand that American policy 
produce immediate and brilliant successes at all times is a sign 
of dangerous immaturity. 

In this complex and imperfect world, we must be prepared 
for difficulties and even short-run failures. The most we can 
hope for is that our basic position is fundamentally right and 
that it will ultimately prevail. I suggest that we analyze the 
events of the past few weeks in this spirit. 


TURNING POINT IN HISTORY 
Six weeks ago we were at a turning point in history. In the 
United Nations headquarters in New York, the eyes of the 
world were focused upon the spokesman of the United States. 
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RICHARD M. NIXON 


I ask you to visualize the high drama of the scene. 

Here was a nation, formerly isolationist, now converted to 
the idea of collective security. We who rejected the League 
of Nations were among the founders and supporters of the 
United Nations. 

We who only 60 years ago were boasting of our manifest 
destiny in Asia and Latin America had renounced colonialism 
and pledged our support to nations formerly held as colonies 
by major powers. 

We had changed, but there were many in the world who 
doubted the reality of the change. Many nations in Asia and 
Africa preferred to wait on the sidelines as neutrals in the 
cold war until they were sure that we were more sincere than 
the Soviet Union in our profession of friendship and respect 
for all peoples and for all nations regardless of their size or 
their strength. Our good friends in Latin America, while trust- 
ing us today, had disturbing memories of the gunboat diplo- 
macy of yesterday. 

Then we were put to the test. Our friends and allies had 
bypassed the United Nations and had taken direct military 
action to settle a dispute. Certainly their provocation was great. 
By the international standards which were generally accepted 
50 years ago, the action they took would have been defended, 
if not justified. But a new force had come into being, the 
moral force of the United Nations, all of whose members were 
pledged to settle their differences peacefully. 

In delegation after delegation, the question was asked, would 
the United States live up to its announced principles, or would 
it conveniently look the other way? At this turning point in 
history, Secretary Dulles personally appeared before the 
General Assembly of the United Nations and announced our 
position. 

Our stand was direct and simple. We denounced the use of 
force not sanctioned by self-defense or United Nations man- 
date. In the debate that followed, our friends used the veto 
and stopped action by the Security Council. We did not hesi- 
tate. We asked for an emergency meeting of the General 
Assembly, not subject to veto. At the meeting our position 
was endorsed by practically every country in the world. 

The United States had met the test of history. The United 
Nations had been saved. The rule of law had been upheld— 
the same law for the powerful and the strong as for the weak 
and the defenseless. 

It is claimed that we took the wrong course of action be- 
cause the position of a dictator was strengthened, the danger 
of Soviet influence in the Near East has been increased, and 
our alliance with our closest friends has been weakened. 


ALTERNATIVE COURSE 


But let us see what our alternative was. If we had failed at 
this point to stand for the principles which guided our course 
of action, the usefulness of the United Nations would have 
been at an end. The standards for conduct of international 
affairs would have reverted to those in effect before World 
War I and World War II. Our own moral position before the 
world would have been hopelessly compromised. 

Our position in the eyes of most of the world would have 
been little better than that of the Communist nations who in 
their conduct of international affairs have consistently followed 
the principles that the end justifies the means, that the use 
of force is justified if it is expedient, and that the mandates of 
the United Nations are to be followed only where the nation 
affected concludes that its national interests will be served 
thereby. The bright hope that nations might find a better way 
than force to settle international disputes would have been 
destroyed and the world would have disintegrated into cynical 
and suspicious power blocs to be wooed and won by a trium- 
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phant Soviet using the carrot or club techniques as the occa- 
sion warranted. 

If we had supported our friends and allies, Britain and 
France, in Egypt, they might have won a military victory in 
that area. But they and we would have lost the moral support 
of the whole world. 

Because we took the position we did, the peoples of Africa 
and Asia know now that we walk with them as moral equals, 
that we do not have one standard of law for the West and 
another for the East. They know too that the United States has 
no illusions about the “white man’s burden” or “white su- 
premacy.” 

If we have passed successfully the exacting test that history 
laid upon us the last 6 weeks—and I believe we have passed 
this test—our nation owes an eternal debt of gratitude to 
President Eisenhower and Secretary Dulles. The decision that 
they had to make would have been difficult at any time. It was 
ten times more difficult in the confusion and disunity of the 
closing weeks of a political campaign. Lesser men would have 
sought easy vote-getting solutions on the eve of an election. 
They chose statesmanship and high moral principle. 

It is easy to condemn your enemies when they are wrong. It 
takes courage to condemn your friends. It is tempting to over- 
look a little wrong in order to get what appears to be a greater 
good, but high standards of morality do not sanction the prin- 
ciple that the end justifies the means. We knew that our 
friends acted under great provocation and that their patience 
had been strained almost beyond endurance. It would have 
been easy to look the other way and delay action until it was 
too late, but the easy way is not always the right way. 

The military victory our friends might have won in the 
Near East would not have solved the problem. Lasting solu- 
tions are rarely forged in the ruins-of war, and the peace we 
seek in the Middle East must be lasting. History will give 
great credit to our President and Secretary of State for choos- 
ing the hard road of principle and not the easy way of ex- 
pediency. Now we, as members of a newly invigorated United 
Nations, are free to pursue a sound and permanent peace in 
that area. 

EVENTS IN HUNGARY 

Let us examine now the events which have occurred in 
Hungary. Because we stood firmly against the use of force in 
Egypt, we were in a moral position to condemn the ruthless 
and barbarous Soviet conquest of that courageous country. We 
could, without hesitation or cynicism, mobilize the moral force 
of the world against this monstrous injustice. 

The United Nations has no armies that it could send to 
rescue the heroic freedom fighters of Hungary. There were 
no treaties which would invoke the armed assistance of the 
free nations. Our only weapon here was moral condemnation, 
since the alternative was action on our part which might 
initiate the third and ultimate world war. 

There are those who say that moral force without military 
action to back it up means nothing. But we should never un- 
derestimate the force of the moral judgment of the world. 
Even the Soviet Union has been compelled to recognize this. 
It is unable to go before the world standing for the slavery, 
Communist colonialism, and reliance on force which are basic 
features of Communist doctrine. No matter how dark its deeds, 
it sees the need of speaking in terms of freedom for indi- 
viduals, independence for nations, and peace for the world. 

The fact that the men in the Kremlin are writhing in the 
spotlight of world criticism may have saved the equally heroic 
peoples of Poland from Hungary's fate. Poland at least has a 
limited measure of independence today. 

What effect will the events in Hungary have on the world 
struggle? The shortsighted, snap judgment of too many ob- 
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servers is that the Communists have won a great victory in 
Hungary. But a more sober, realistic appraisal is that, while 


the Communists may have won the battle for control of 
Hunyary, they have in the process lost the war for domination 
of the world which they are so fanatically trying to win. 

| am convinced that the events of Hungary will prove to be 
4 major turning point in the struggle to defeat world commu- 
nism without war. 

Let us examine the situation in which the men in the 
Kremlin now find themselves. Before the Hungarian incident, 
the Soviet Union itself had confessed that the methods of 
Stalin had led to failure. Over the past 2 years, the Soviet 
leaders have tried to win by smiles what they could not win 
by naked force and unlimited terror. They have sought to make 
friends of their satellites. Their salesmen of slavery have tried 
to win over the neutral nations by advocating peace, economic 
progress, independence, and equality for all peoples. The Iron 
Curtain had been partially lifted so that visitors might see that 
the Soviet was not afraid of the critical scrutiny of outsiders. 

This program seemed to be making some disturbing prog- 
ress, but how does it stand today? The lesson of Hungary is 
etched in the mind and seared in the souls of all mankind. As 
a result, Communist parties are breaking up all over the world. 
The Soviet cannot count on the loyality of a single satellite 
country or even of its own troops. Its campaign to win the 
neutral nations has blown up in its face. 

Can it be seriously suggested that any nation in the world 
today would trust the butchers of Budapest? What has hap- 
pened in Hungary is a solemn warning to national leaders 
everywhere that those who invite the Communist in run the 
risk of the savage slaughter which has been the lot of the free- 
dom fighters of Hungary. They know that the Communists 
bring with them not the independence, the freedom, the 
economic progress, and the peace that they promise, but Com- 
- munist colonialism, slavery, economic exploitation, and war. 

At the same time, the events in Hungary have shown our 
uncommitted friends why the United States believes so strongly 
in collective security. We are militarily strong only because 
we know this is necessary to keep the peace today. While we 
oppose the use of aggressive force to settle disputes, we recog- 
nize the need of strong forces of self-defense so long as the 
Communist world is committed to its policies of world dom- 
ination by force and violence. 

We enter into alliances to protect weaker nations from a 
fate similar to that of Hungary. No one today could seriously 
suggest that Hungary, Rumania, Czechoslovakia, or other 
Soviet satellites were free or independent. On the other hand, 
nations which have joined with the United States in collective 
security pacts have found that their independence has in no 
way been compromised by this association. 

As we examine, then, the events of the last 40 days in both 
the Middle East and Hungary, I think we can reach but one 
inescapable conclusion. We do not and should not for one 
momen underestimate the tragedy of Hungary, the precarious 
situation which still exists in the Mideast, or the great strain 
which has been placed on our alliance with our friends in 
Europe. But while we have suffered some losses, a sound 
foundation has been laid in the process for building a world 
order based on law rather than force, and for the defeat of 
communism without war. 

We shall realize these objectives, however, only if we do 
not let things drift, and if our leadership is wise, mature, and 
enlightened. 

I believe that the principles upon which our policies should 
be based have been eloquently stated by the President in re- 
cent weeks. On October 31, speaking to the Nation on televi- 
sion, he said, “The peace we seek and need means much more 
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than mere absence of war. It means the acceptance of law, and 
the fostering of justice, in all the world. . . . There can be no 
peace without law. And there can be no law if we were to in- 
voke one code of international conduct for those who oppose 
us and another for our friends.” 

One day later speaking in Philadelphia he said, “In but a 
few years we have advanced from an isolationism spurning 
collective security to our steadfast support of the United 
Nations, from a sense of self-sufficiency and remoteness from 
other nations to the vivid awareness that our greatest purpose 
—a just and lasting peace—can be attained only as all other 
nations share this peace with us.” 

Let us apply these principles to the immediate problems 
which confront us. 


RELATIONS WITH ALLIES 


First, with regard to our alliances, it is essential that we 
recognize that history may record that neither we nor our 
allies were without fault in our handling of the events which 
led to the crisis in which we now find ourselves. Our friends 
believe that we did not appreciate adequately the provocation 
which brought about their action and that we did not assume 
our proper responsibility in working out a settlement of the 
basic problems existing in that area. 

We, on the other hand, felt that we had some legitimate 
criticisms to make of their policies during this period. 

Now is the time for us all to recognize that recriminations 
and fault-finding will serve no purpose whatever. The cause 
of freedom could suffer no greater disaster than to allow this 
or any other incident to drive a wedge between us and our 
allies. 

As mature peoples, we know that we will not always agree 
even with our closest friends. The test of the strength of an 
alliance or a friendship is what happens in times of adversity, 
rather than in times of good fortune. Inevitably, if a friendship 
or alliance survives a period of adversity, it is stronger in the 
end than it would have been otherwise. 

We are proud of our association with Britain and France, 
and of our common dedication to the principles of freedom 
and justice which joined us together as allies in both World 
War I and World War II. 

We recognize that they were confronted with a series of 
aggressive acts short of the use of force, in addition to an 
ominous military buildup in a nation which they believed 
threatened their vital interests. In that no man’s land between 
war and peace it is difficult to decide which is the best course 
of action. 

It is to their lasting credit that they accepted the decision 
of the United Nations when they agreed to a cease-fire and to 
a withdrawal of their forces even when they believd that the 
decision was not in their best interests. They refrained from 
using their overwhelmingly superior armed force to reach their 
objective at a time when they thought complete victory was 
within their grasp. They have entrusted the future peace of the 
Middle East to the international police force provided by the 
United Nations. 

Contrast their action with that of another member of the 
United Nations, the Soviet Union. Communist leaders flouted 
the United Nations decision condemning its aggression in 
Hungary. When confronted with a real crisis, the Communists 
reverted to type and showed all who cared to see the unlimited 
cruelty and the cynical rejection of basic human rights which 
is inherent in their system. 


SOLVING PROBLEMS IN NEAR EAST 


Now that our allies have subordinated what they consider to 
be their national interests to the verdict of the United Nations, 
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RICHARD M. NIXON 


we have a solemn obligation to give leadership and support 
to a United Nations program which will assure the solution 
by peaceful means of the problems which brought about the 
armed conflict in that area. 

If aggressive force is to be outlawed as an instrument of 
national policy, other ways must be found to protect the legiti- 
mate interests of nations when they are threatened by means 
short of force. 

In addition to the immediate problems of expediting the 
reopening of the Suez Canal on a basis under which this in- 
ternational lifeline will not be subject to arbitrary closing in 
the future, the moral, diplomatic, economic, and military 
strength of the United States and the United Nations must be 
mobilized toward the realization of these long-range objectives 
in the Near East. 

There must be a firm guaranty of the sovereignty of 
states in the area and a just solution of outstanding disputes. 

There should be progressive limitation of the armaments of 
the nations in this area. 

There must be generous aid in solving their very real eco- 
nomic problems so that their peoples may rise from the depths 
of poverty and disease. 

We who have had so much should not be indifferent to the 
harsh economic conditions that have made some people re- 
ceptive to the siren song from Moscow. We should never be- 
come so preoccupied with short-range political problems that 
we forget our long-range objective of promoting both peace 
and prosperity for the nations of the world. 

In the past the nations of the Near East, poor and struggling 
by our standards, used their meager resources to build up 
military strength. Now we have the unique opportunity to 
show them what can be done by using these resources to build 
up the health and welfare of their peoples, instead of wasting 
them on sterile armaments. We do not want to go back to the 
armed truce of the last 8 years. We want genuine and solid 
peace as a foundation for a new era of prosperity for these 
proud and respected nations. 

So long as millions of people in other nations live in poverty 
and want, our own prosperity is not really secure. We are not 
secure morally, for we could not feel at ease as a God-fearing 
people if we did not try to help those who lack the essentials of 
life while we enjoy its luxuries. Nor are we secure militarily, 
for unrest and dissatisfaction lead to international tension. 
Tension in turn can produce war. And a little war may get 
out of hand and grow into the final war of all mankind, the 
dreaded atomic war. 

An immediate problem which confronts us as a result of 
the crisis in the Near East is the financial plight our friends in 
Britain now face. I believe it is in our interest as well as theirs 
to assist them in this hour of difficulty, and I am confident 
that there will be strong bipartisan support in the Congress for 
granting such assistance. 


POLICY TOWARD OPPRESSED PEOPLES 


Turning again to the situation in Hungary, we must con- 
tinue to take the leadership in offering a haven of security to 
those courageous people who dared to oppose the Soviet 
tyranny. 

In the United Nations and at every opportunity before the 
bar of world opinion, attention must be directed not only to 
the events of the past but to the continuing refusal of both the 
puppet Hungarian government and the Government of the 
Soviet Union to conform with the overhelming verdict of the 
United Nations. 

We must never acquiesce in oppression or slavery any place 
in the world. 

We must offer every assistance and encouragement to the 
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peaceful liberation of enslaved peoples. 

If these policies are consistently and relentlessly pursued, 
they can in the end have only one effect—the inevitable weak- 
ening of the bonds of slavery which are now imposed on so 
many millions of people. 

It is commonplace today to say that America is in a posi- 
tion of world leadership. Our military and economic strength 
has given us this fearful responsibility, whether we want it or 
not. But our power and the corresponding responsibility have 
been enhanced by the events of recent days. 

Now our leadership is moral as well as military and eco- 
nomic. And the challenge to this generation is that we measure 
up to the expectation of history in this decisive hour. The call 
today is for vision and greatness, not only on the part of your 
Government but on the part of every American in all walks of 
life. 

Today we need progress in international relations, just as 
dramatic as the progress expressed by our new automobiles. 
Whether we like it or not, the diplomacy of the 19th century 
is as outmoded today as are the automobiles of 50 years ago. 
In an atomic age there is no place for military aggression, 
colonial exploitation, or power imperialism. These methods 
never were morally right, but today they are far more danger- 
ous than they were at other times. The nation that starts a 
little war today may set off a chain reaction that could destroy 
our civilization. 

For the future of the world, and for the security of our 
children, we must strive as never before for peace based on 
justice and law. A code of law and moral principles that apply 
equally to all nations of the world must be the foundation of 
this peace. Its superstructure must be military and economic 
strength. And the architect of this peace must be the United 
Nations, fully supported by this Nation, in their effort to make 
the rule of law and justice supreme on this earth. 

For us to meet adequately our world responsibilities will 
require not only mature principle and diplomacy on the part 
of our Government but courage, dedication, and sacrifice on 
the part of our people. 

The struggle for the world will be finally determined by 
what happens to the millions of people now neutral who are 
trying to decide whether they will align themselves with the 
Communist nations or with the free nations. 

What we say to them as a government is tremendously im- 
portant, but what we are as a people can be even more im- 
portant. Our Government can tell them that we stand for what 
they want—independence, freedom, economic progress, and 
recognition of their equal dignity as human beings. But no 
matter how eloquently we speak, our case will be made in- 
finitely stronger if we practice at home what we preach abroad. 

That is why it is vitally necessary that we mount a winning 
war against the few remaining areas of poverty which exist in 
our Own country. 

That is why it is equally necessary that we continue to make 
decisive progress in the removal of the last vestiges of dis- 
crimination and prejudice which exist in the United States 
and which the foes of freedom abroad use so effectively against 
us. Just as we uphold equality before the law for all nations of 
the world, so we must uphold equality before the law for all 
peoples in the United States, whatever their race or national 
origin. 

America has faced many challenges before and has met them 
with success. Today we face what may be the supreme chal- 
lenge of our history. If we can apply the same genius, drive, 
and determination which has built the tremendous industrial 
and economic might evidenced by the great industry which 
you represent, we shall meet this challenge and win the strug- 
gle for peace and freedom for all mankind. 


i. 
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Friendship Between France and 


United States 


AGREE ON MAIN OBJECTIVES; DIFFER ABOUT METHODS AND TIMING 
By HERVE ALPHAND, French Ambassador to the United States 
Delivered before the American Society of the Legion of Honor, New York City, November 28, 1956 


things have happened, both in the Middle East and in 

Europe, which in a few weeks have changed some of 
our fundamental notions about world equilibrium. But I 
want to say, first, that there is one notion that did not change 
and will not change, that is, the friendship between France 
and the United States. A similar political philosophy and way 
of life, a common respect for human rights, love of tolerance 
and hate for tyranny, whatever its kind, constitute links that 
give us an assurance that there will never be deep and durable 
differences beween our two countries. Even if I speak English 
with a French accent, you manage to understand me, at least 
that is what I hope. 

On the other hand, that does not mean that if we are in 
agreement about the main objectives we never differ about 
methods or timing. It must be so between true friends and free 
nations. And these temporary differences would not exist if 
we were living under the regime that together we are oppos- 
ing, that is to say a totalitarian regime. 

These differences about methods and timing have been ob- 
vious in the case of the Suez crisis. 

From the beginning, we in France thought that the nation- 
alization of the Suez Canal was a major problem. For us, it 
was not so much a question of defending Fnancial interests— 
however legitimate—of a private company or even of main- 
taining a free passage through the Canal, in spite of the fact 
that it is a waterway of crucial importance to Europe, Asia and 
Africa. No, that was not the reason for the French reaction. 
Suddenly we were faced with a unilateral act and the tearing 
of a contract without any justification. The French people re- 
membered other unilateral acts of the same nature which be- 
tween the two world wars were left unanswered by the democ- 
racies and which, gradually becoming more and more intoler- 
able, led us to the second World War. They thought that if on 
the 6th of March 1936 the French army had been ordered to 
oppose the invading Nazi forces, the French government might 
have been accused of bellicism at the time; yet without know- 
ing it, it would have saved the lives of 25 million people. Of 
course, one can say Nasser is not Hitler, the Egypt of 1956 
cannot be compared with the Germany of 1936. Egypt has no 
industrial power and, as we saw it, no efficient army. I do not 
entirely share this point of view because I think that, con- 
sciously or unconsciously, Nasser is the agent of a big power 
much stronger than Hitlerian Germany, even more dangerous 
for the Western World: the Soviet Union. It is clear that for 
fifteen months now N«sser has received from the USSR. 
weapons, technicians, political advice and the support of Rus- 
sian vetoes in the Security Council. It is clear also that the 
arms which weve destroyed or captured in Egypt were in much 
greater quantities than what was needed for the equipment of 
the Egyptian army. 

How could you explain, for instance, that in the Sinai penin- 
sula 1,500 vehicles and 1,000,000 woolen blankets were found? 
I think that is too much for a little army of about 130,000 
men. 

So I think that we were right in stopping in time a viola- 
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tion of international law which tomorrow could have been 
followed by other violations, such as those kindly mentioned 
by Nasser in his book, “The Philosophy of the Revolution.” By 
taking a firm attitude in the face of that threat, we had the 
feeling of serving not only the French cause, but also that of 
the West as a whole. 

Before using force to implement our right, we tried all 
peaceful means and negotiations. We invited Egypt to the 
London negotiations without results; we accepted the plan of 
the eighteen nations, proposed for an international manage- 
ment of the Canal; we asked a mission of five statesmen to 
propose humbly to the Egyptian dictator in Cairo the plan 
which he did not even consider. We came back to London and 
tried to find another solution but it proved to be impracticable. 
Then all our efforts and negotiations having failed, we asked 
the Security Council of the United Nations to take up the 
problem. For more than two weeks we struggled with our part- 
ners and nothing — The British and the French 
thought, and always said, that they could not exclude the use 
of force as the last resort. No country could exclude force after 
having exhausted all possible peaceful means, no country can 
safely imagine the United Nations in its present state as the 
only way of determining and implementing international law; 
because if you go to the Security Coucil you are faced with the 
Soviet veto and if you go to the Assembly you could be de- 
feated by a majority formed by the Soviet bloc and the Bandung 
group. No country could accept in all cases that its own for- 
eign policy should be dictated by the Soviet veto or the Ban- 
dung group. 

I think our action, in spite of grave inconveniences to our 
economy, had as a first result the destruction of the arsenal 
hidden in Egypt; and as a second one the prevention of an in- 
direct Soviet intervention in the Middle East. History will tell 
us if we were right in acting this way. But let us hope that if 
tomorrow we see in Syria the same sort of threat, aiming at 
the domination of the Middle East, the democracies of the 
West will be ready to act together and answer effectively in 
order to protect the prosperity and independence of the peo- 
ples of this vast area. 

Some commentators believe that the British and French at- 
titude in the Suez affair is but a vestige of a past period, that 
of the nineteenth century's imperialism. In my view, nothing 
could be more inexact. We do not in any way intend to use 
obsolete methods. When we, the French, the British, Italians, 
the Germans, the children of old nations, caring for our inde- 
pendence, sign treaties which comprise international co-opera- 
tion, and therefore delegate, under certain fixed conditions, 
part of our sovereignty to such or such an institution we do 
not feel we are weakening our national rights. 

What we were asking from Egypt was much less than what 
we accept to do ourselves within the European institutions. We 
were and we are asking her simply to apply a system which 
will assure the rights of the users of the Canal and guarantee 
that this vital waterway cannot be used as a means of political 
blackmail by any one government. 

Already, and I want to emphasize this here before you, the 
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HAROLD CACCIA 


French government has proved by its acts that it has repudi- 
ated the old colonialist policy. We have shown it in Tunisia and 
in Morocco. We are ready, while taking into account the un- 
breakable links that exist between France and Algeria, to pro- 
mote in this French territory a liberal solution which will in- 
clude the idea of the “Algerian personality.” New laws already 
are applied to the French territories all over Africa with a view 
to bring them to a more complete autonomy. This way, we 
are turning our back on colonialism and at the same time we 
are fighting racism and all the extreme forms of nationalistic 
passions. 

Do you believe that it would be wise to go faster? Do you 
believe that we ought to relax the links, the so-called colonial 
links, without substituting for them a new form of free asso- 
ciation between France and those territories which need our 
economic, financial and technical aid? Recent examples prove 
the danger of going too fast. Some nations that have no tradi- 
tions, no cohesion, have been admitted to independence but 
they show too clearly a tendency toward neutralism which is 
for them but the entrance hall to communism. The evolution 
of our relations with countries like Tunisia and Morocco shows 
that the road we have followed is the good one. 

As I have said earlier, I do not want to hide the differences 
between our two countries. Some of them are just misunder- 
standings. My role here is to dispel them as much as I can. My 
point of view is that we must not quarrel between ourselves 
over past issues, but look together toward the future. 

The alliance between France and the United States, the 
most ancient alliance, and an alliance which has survived two 
centuries of wars and revolutions, is still today the foundation 
of both our foreign policies. 

Our alliance takes today a new form, that of the Atlantic 
pact of which we are both members. For the first time in peace, 
France and the United States find themselves associated in an 
organization for the defense of their common patrimony in 
the spiritual as well as in the territorial field. 
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We welcome the statement issued yesterday by the White 
House saying that “Differences that have arisen between the 
United States and her traditional friends and allies are those 
arising from a particular international incident. These differ- 
ences in no way should be construed as a weakening or a disrup- 
tion of the great bonds that have so long joined our nation 
with the United Kingdom and the Republic of France and 
our other great allies in assuring that peace and justice will 
prevail.” 

In my view the Atlantic pact must come out of the present 
trials reinforced. We must foresee all the evils that the Atlantic 
pact is intended to fight. They are not limited to the geographi- 
cal zone of Western Europe and of North America; the West- 
ern alliance must operate in many other regions of the globe, 
including the Middle East, where exists the threat of sub- 
version or aggression. We cannot forget that the objectives of 
communism are incessantly pressed forward by a monolithic 
will which so far has found no counterpart in the camp of the 
democracies. Let us not forget the nationality of those that are 
arming Nasser, who help him technically, and politically. Let 
us not forget the words of Lenin who, as far back as 1920, 
wanted to exploit African and Asiatic nationalism for the great 
benefit of the Communist ideal. 

Let us not forget that Soviet Russia has not changed and 
that the terrible way she continues to impose her domination 
in Hungary is clearly the continuation of Stalin's policy in 
spite of the talk about destalinization. 

Let us hope that the recent crisis, the terrible sacrifices of 
the Hungarian people will serve as a lesson, that it will inspire 
us to achieve a form of co-operation at once more intimate and 
yet wider in scope, that it will bring together a free Europe so 
as to pool its efforts and resources. 

This old Europe, reinvigorated in this way, will remain the 
partner and friend of the United States. 

Such is, in any case, my sincere wish. The wish of one who 
has always worked for that objective and who is proud today 
to represent his country among you. 


Anglo-American Relations 


WE SHALL NOT BE DIVIDED 
By SIR HAROLD CACCIA, K.C.M.G., Ambassador of Great Britain 
Delivered to the Pilgrims, New York, N. Y., December 18, 1956 


fostering the relations between our two countries. That 

role has never been more important than it is today. I 
arrived six weeks ago at a time when the working partnership 
between Britain and the United States had come to a stand- 
still. True, the alliance itself remained. The President said 
from the beginning that however much we might differ over 
one specific point, the objective must remain to strengthen 
and not to weaken this alliance. 

But if an alliance is to be effective it should mean that the 
partners and the rest of the world know that they can count 
on this common understanding and common approach. In for- 
eign affairs certainty is a great gain not only for allies but for 
all others. It is no good burking the fact that in a particular 
case the partners and the world at large have seen that this 
certainty was not to be relied upon. This must not be allowed 
to happen again. 

Throughout my early days here it has been an encourage- 
ment to know that this was the view of my Government, as 
it was of your President. When Governments do not agree on 
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aim or method, Ambassadors can do little. But when they agree 
upon aim, there begins to be a hope that through discussion a 
working arrangement can be reached. 

I believe that in the world today such a working arrange- 
ment is vital to both of us. That is my theme and my convic- 
tion. I would like to illustrate it by reviewing with you what 
is happening in two parts of the world where history is now 
in the making: in the Middle East and in Hungary. 

In Hungary, the Russians have taken the sword and they 
have not yet set it down. In the Middle East they provided the 
Egyptians and Syrians with a sword. In the case of the Egyp- 
tians, this sword has been blunted. But it was not originally 
given for the purpose of display alone. We should be fool- 
hardy to act on any other asumption than that it was given to 
be used. 

MIDDLE EAST 

In the Middle East, what is the real objective which must 
guide us in our attempt to form a policy which will meet the 
challenge presented there? It is peace with justice under law. 
It must be a peace that is more than a mere absence of hos- 
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tilities: that is more than an armistice. It should involve the 
reaching of positive and constructive settlements, which are 
sufficiently based on justice to command common consent. 

It is because we believe that such a peace is essential that 
we have endorsed the action of the United Nations in taking 
over responsibility for promoting a settlement in the Middle 
East. It is because of this that we have welcomed your Govern- 
ment’s declaration of its determination to assist through the 
United Nations and in other useful ways in bringing about a 
permanent settlement of the underlying problems and per- 

sistent conflict in the Middle East. 

Indeed, it would be difficult to exaggerate the importance 
for the United Nations, for the Middle East, and for the whole 
free world, of the responsibilities which the United States has 
now undertaken in accordance with the principle of “peace 
with justice under the rule of law.” 

The basic principle was laid down by the President in his 
broadcast address on October 31. At that critical moment in 
the Suez controversy he said: “The peace we seek and need 
means much more than the mere absence of war. It means the 
acceptance of law and fostering of justice in all the world. 
There can be no peace without law.” 

We accept that principle. We co-operated with the United 
Nations in accordance with it, when we ordered our forces to 
cease fire in Egypt on November 6. We are co-operating with 
the United Nations at this moment. We are withdrawing our 
forces from Egypt and handing over to the United Nations 
Police Force the task of preserving peace. 

All this has involved, and will continue to involve, sacrifices 
for us. We accept those sacrifices. We too seek peace with 
justice under law. But peace with injustice, peace without law, 
is no peace, That is appeasement in the bad sense of the word. 
That is far from the declared purpose of the United States 
Government or our own. Let me remind you of the words of 
your Vice-President in his notable speech on the 6th Decem- 
ber. He said: “We have a solemn obligation to give leader- 
ship and support to a United Nations programme which will 
assure the solution by peaceful means of the problems which 
brought about the armed conflict.” 

Those problems can be simply stated. They centre round a 
single word: security. 

First, security of transit. This so that oil can travel down the 
pipelines and through the Suez Canal with other cargoes with- 
out threat of stoppage or discrimination. 

Secondly, security from external threat and internal disrup- 
tion. This so that the oil can be won which is vital to the 
prosperity of the area and to the economy of the free world. 

Why is it that in the ten yeas since the end of the war 
these problems have been so intractable? There are no doubt 
many reasons which could and indeed should be listed. But the 
basic difficulty has been that the United Nations has not so far 
been capable of providing the elements of peace with justice 
and under the rule of law. Perhaps none of us is altogether 
without blame. The hard fact remains that the protection of 
the United Nations has not sufficed. 

I purposely omit the past. It is the future that counts. It 
is now unprofitable for me to harp upon the past except as a 
spur for action and I would say action in harmony in the fu- 
ture. For we shall need the whole skill and fortitude and de- 
termination of United States leadership if the “solemn obliga- 
tion” which your Administration has undertaken is to be car- 
ried out in a United Nations programme. The problem of 
clearing the Canal and ensuring a stable regime for the future 
is already before the United Nations. But the other problems 
will also have to be faced. How can there be security for the 
area as a whole, or even for the oil producing states, from ex- 
ternal threat if the Soviet Union is to revert to a policy of 
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sending massive supplies of arms, let alone volunteers, to 
Egypt and Syria, and if there are continued attempts by threat, 
by propaganda and by subversion to overthrow the govern- 
ments of independent states. How can there be security in 
the area from internal disruption, unless there is a settlement 
by which Israeli and Arab can confidently pursue peace rather 
than prepare for war? 

We must not, we dare not, permit those problems to lie 
and rot. If we allow ourselves to be paralysed by disagreement 
or indecision, the conditions which led to this armed conflict 
will quickly grow up again. You will remember the parable 
of the unclean spirit who returned to find his old home 
“empty, swept and garnished” and then took in seven spirits 
even more evil than himself to dwell there. 

It would be tragic indeed if the display of energetic deter- 
mination by the United Nations should now fizzle out in a 
timid acquiescence in, a drifting return to, the status quo ante. 
It is for this reason that the whole of the free world should 
welcome the positive affirmations of the President and the 
Vice-President of the United States. Our hope must be that 
with the immense power, influence and resources of your 
country mobilised for the purpose of peace with justice and 
under the rule of law, solutions to these hard problems will be 
found. Be sure of this, the United States will find the full and 
unconditional support of all men of good will, and of my 
country in particular, in any practical programme to attain the 
objectives which have been set out. 


HUNGARY 


Let us turn now to the epic of Hungary. I cannot hope to 
do justice to the resistance of the Hungarian people against 
the savage Soviet attack. But we should be clear on one simple 
point. When history records the full story of this renewed 
fight by the Hungarian people for their ancient freedoms, we 
shall be judged not by our words, but by our actions: not by 
resounding declarations, not by good intentions but by what 
we did or did not do. 

Here as in other parts of the world events have underlined 
the need to look again at some long-standing assumptions. Did 
we over-estimate the power of a decade of Communist mis- 
education, brain-washing and intimidation to corrupt and de- 
stroy the concept of freedom in the minds of youth? Did we 
under-estimate the capacity for resistance of a brave and proud 
people even when confronted by the terrible weapons of mod- 
ern Communist despotism? 

Have we all in the free world, in America, in Europe, Africa 
and Asia, now fully appreciated how fraudulent are Commun- 
ist rulers’ expressions of support for the doctrine of non-inter- 
ference in the national affairs of other states? We have seen 
how little it availed the Government of Premier Nagy, in its 
short and desperate struggle for freedom. The fundamental 
plea of his Government was precisely for “non-interference,” 
for the right to declare neutrality and non-alignment with 
power blocs. 

In the course of any such reappraisal we must remember that 
if we believe in peace with justice under law, we must apply 
that principle everywhere. The United Nations should not lay 
down one law for Asia and another for Europe, one law for 
our friends and another for our enemies, one law for the 
Soviet Union and another for other powers. 


THE CHALLENGE 
These events are challenging. Let there be no doubt of that. 
The future of our civilization will be decided by our answer. 
My Prime Minister described this period as a “watershed in 
history.” It is certain that the world scene will not be the 


same again. 
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JAWAHARLAL NEHRU 


In Europe, the return of the Soviet rulers to the brutal and 
stark repression of imperialist Stalinism has already confronted 
the world with a new set of problems. In the Middle East, the 
intervention of the United Nations and the new role of the 
United States have already presented new opportunities. 

Our survival in this world will depend on our answering 
this challenge with courage, determination and resolution. 

We must show patience and fortitude. But in the ultimate 
resort we should not delude ourselves into thinking that peace 
and justice can always be had by resolutions rather than by 
resolve. 

Peace with justice cannot be bought. It cannot be purchased 
for cash down. Nor can it be had with a “no risk” insurance 
policy. True peace can only be earned. Just so freedom cannot 
be bought. Freedom can be won. Freedom can be lost. As with 
peace it can only be kept by the same qualities which won it: 
by that fusion of imagination and purpose, which made a 
union of the 13 States and which inspired us in our finest 
hour. 

These are all simple, self-evident truths. Let us not forget 
them. For we live in a dangerous world, where others still seek 
their own ends by the unashamed use of force. We are up 
against foes who are prepared to enforce injustice with blood. 
We do not at once answer blood with blood. We are rather 
ready to do everything that can be done by negotiation, by 
reason, by generosity, by faith in the rightness of our cause. 
But in our hearts let us resolve that we do not stand for peace 
at any price. Sir, we have the example of our forefathers before 
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us, and of the Hungarians with us. When the final count is 
taken, I pray that we shall not have shown ourselves to be 
lesser men than they. 

With a challenge of this size and depth I come before you 
with this conviction. Britain and the United States must meet 
this challenge together. There have been acute differences of 
opinion between us, and on major issues. Those issues have 
been debated with the vigour which we expect to find in free 
countries. The alliance between us has had a good going over. 
It is time to get it on the road again. 

If the debate has shown us the necessity for a frank and 
business-like revision of our relationship, it has done good. 

For our part, we are not out to win an argument, but to 
reach an agreement. We do not want to attack, nor even neces- 
sarily to defend, policies. We want with you to build a com- 
mon policy. Only thus can we strengthen and maintain in 
working condition an alliance, vital to peace in every part of 
the world. 

We heard much last month of a split between Britain and 
the United States. Words like “split” and “divide” are not ap- 
plicable to our situation. It is a fact of life that we cannot be 
divided. It is not only that the causes for which we stand and 
the way of life which we defend are basically the same. We 
cannot be separated because our interests, roles and policies in 
the world are, in Churchill's phrase, too “mixed up” ever to be 
disentangled without unthinkable and disastrous consequences. 
We are all in the same boat. If we quarrel, we may rock, or 
even sink, the boat. But we shall not be divided. 


Dedicated to Democratic Way of Life 


BELIEVE IN NONAGGRESSION, NONINTERFERENCE AND COEXISTENCE 
By JAWAHARLAL NEHRU, Prime Minister of India 
Delivered over radio and television, Washington, D. C., December 18, 1956 


RIENDS: 
i am emboldened to address you in this intimate fash- 
ion because of the friendship and hospitality which you, 
the citizens of the United States, have showered upon me. 

I have come to your great country on a brief visit at the 
gracious invitation of your President, whose humanity and 
whose distinguished and devoted services to the cause of peace 
have won for him a unique place among the statesmen of the 
world. I am happy to be here, and my only regret is that I can 
only stay a few days and have no opportunity of meeting many 
of you personally. 

Five years ago, a professor of an American university visited 
me in Delhi and gave me a gift which I have treasured greatly. 
This was a mold in brass of Abraham Lincoln’s right hand. It 
is a beautiful hand, strong and firm and yet gentle. It has been 
kept ever since on my study table, and I look at it every day, 
and it gives me strength. 

This may, perhaps, give you some idea of our thinking and 
our urges in India. For, above all, we believe in liberty, equal- 
ity, the dignity of the individual and the freedom of the hu- 
man spirit. Because of this, we are firmly wedded to the demo- 
_ way of life and, in our loyalty to this cause, we will not 
alter. 

Nearly seven years ago, we constituted our country into a 
republic and gave to ourselves a Constitution based on these 
principles, and guaranteeing the fundamental human rights of 
freedom of the individual, equality of man and the rule of law. 
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Five years ago, we had general elections in our country for 
our central Parliament as well as for our state assemblies. These 
elections were organized on a vast scale by an authority free of 
government control, so as to insure that they were free and 
impartial. 

Early next year, we are going to have another general elec- 
tions in which 200,000,000 voters are entitled to participate. 
You will realize the vastness of these elections when I tell you 
that there will be 1,200,000 polling booths, so that no voter 
need have to go far to give his vote. 

As you know, India is a big country, with a population of 
three hundred and seventy millions, one-seventh of the total 
population of the world. It is a country steeped in history and 
tradition, with a civilization nearly as old as recorded time, and 
a culture nourished on its own soil and blended happily with 
those of other peoples and of other lands. 

This year we celebrated in India, and in many other coun- 
tries, the two thousand. five hundredth anniversary of a very 
great son of India, the Buddha, who gave us a message of peace 
and compassion. 

Through the centuries, India has preached and practiced 
toleration and understanding, and has enriched human thought, 
art and literature, philosophy and religion. Her sons journeyed 
far and wide, braving the perils of land and sea, not with 
thoughts of conquest or domination, but as messengers of 
peace or engaged in the commerce of ideas as well as of her 
beautiful products. 
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During these millennia of history, India has experienced 
both good and ill but, throughout her checkered history, she 
has remembered the message of peace and tolerance. 

In our own time, this message was proclaimed by our great 
leader and master, Mahatma Gandhi, who led us to freedom by 
peaceful and yet effective action on a mass scale. 

Nine years ago, we won our independence through a blood- 
less revolution, in conditions of honor and dignity both to our- 
selves and to the erstwhile rulers of our country. We in India 
coday are children of this revolution and have been conditioned 
by it. 

Although your revolution in America took place long ago 
and the conditions were different here, you will appreciate the 
revolutionary spirit which we have inherited and which still 
governs our activities. Having attained political freedom, we 
are earnestly desirous of removing the many ills that our coun- 
cry suffers from, of eliminating poverty and raising the stand- 
ards of our people, and giving them full and equal oppor- 
tunities of growth and advancement. 

India is supposed to be given to contemplation, and the 
American people have oe their history that they pos- 
sess great energy, dynamism and the passion to march ahead. 
Something of that contemplative spirit still remains in India. 

But, at the same time, the new India of today has also de- 
veloped a certain dynamism and a passionate desire to raise 
the standards of her people. But with that desire is blended the 
wish to adhere to the moral and spiritual aspects of life. 

We are now engaged in a gigantic and exciting task of 
achieving rapid and large-scale economic development of our 
country. Such development, in an ancient and underdeveloped 
country such as India, is only possible with purposive plan- 
ning. True to our democratic principles and traditions, we seek 
in free discussion and consultation as well as in implementa- 
tion the enthusiasm and the willing and active cooperation of 
our people. 

We completed our first five-year plan eight months ago, and 
now we have begun on a more ambitious scale our second five- 
year plan, which seeks a planned development in agriculture 
and industry, town and country, and between factory and small- 
scale and cottage production. 

1 speak of India because it is my country and I have some 
right to speak for her. But many other countries in Asia tell 
the same story, for Asia today is resurgent, and these countries, 
which long lay under foreign yoke, have won back their in- 
dependence and are fired by a new spirit and strive toward 
new ideals. To them, as to us, independence is as vital as the 
breath they take to sustain life, and colonialism in any form 
or anywhere is abhorrent. 

The vast strides that technology has made have brought a 
new age of which the United States of America is the leader. 
Today, the whole world is our neighbor, and the old divisions 
of continents and countries matter less and less. 

Peace and freedom have become indivisible, and the world 
cannot continue for long partly free and partly subject. In this 
atomic age, peace has also become a test of human survival. 

Recently, we have witnessed two tragedies which have pow- 
erfully affected men and women all over the world. These are 
the tragedies in Egypt and Hungary. 

Our deeply felt sympathies must go out to those who have 
suffered or are suffering, and all of us must do our utmost to 
help them and co assist in solving these problems in a peaceful 
and constructive way. 

But even these tragedies have one hopeful aspect, for they 
have demonstrated that the most powerful countries cannot 
revert to old colonial methods or impose their domination over 
weak countries. 
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World opinion has shown that it can organize itself to resist 
such outrages. Perhaps, as an outcome of these tragedies, free- 
a will be enlarged, and we will have a more assured basis 

or it. 

The preservation of peace forms the central aim of India’s 
policy. It is in the pursuit of this policy that we have chosen 
the path of nonalignment in any military or like pact or 
alliance. 

Nonalignment does not mean passivity of mind or action, 
lack of faith or conviction. It does not mean submission to 
what we consider evil. It is a positive and dynamic approach 
to such problems that confront us. 

We believe that each country has not only the right to 
freedom but also to decide its own policy and way of life. Only 
thus can true freedom flourish and a people grow according to 
their own genius. 

We believe, therefore, in nonaggression, and noninterfer- 
ence by one country in the affairs of another, and the growth 
of tolerance between them and the capacity for peaceful co- 
existence. 

We think that by the free exchange of ideas and trade anid 
other contacts between nations each will learn from the other 
and truth will prevail. 

We, therefore, endeavor to maintain friendly relations with 
all countries, even though we may disagree with them in their 
policies or structure of government. We think that by this ap- 
proach, we can serve not only our country but also the larger 
causes of peace and good fellowship in the world. 

Between the United States and India, there had existed 
friendly and cordial relations even before India gained her in- 
pow Awe No Indian can forget that in the days of our 
struggle for freedom, we received from your country a full 
measure of sympathy and support. Our two republics share a 
common faith in democratic institutions and the democratic 
way of life and are dedicated to the cause of peace and freedom. 

We admire the many qualities that have made this country 
great, and, more especially, the humanity and dynamism of its 
people and the great principles to which the fathers of the 
American Revolution gave utterance. We wish to learn from 
you, and we plead for your friendship and your cooperation 
and sympathy in the great task that we have undertaken in 
our Own country. 

I have had the great privilege of having long talks with 
the President, and we have discussed many problems which 
confront the world. I can tell you that I have greatly profited 
by these talks. I shall treasure their memory, and they will 
help me in many ways in my thinking. 

I sincerely hope that an opportunity may be given to us 
before long to welcome the President in our own country and 
to demonstrate to him the high respect and esteem in which 
we hold him. 

We have recently witnessed grievous transgressions of the 
moral standards freely accepted by the nations of the world. 
During this period of anxiety and distress, the United States 
has added greatly to its prestige by upholding worthily the 
principles of the Charter of the United Nations. 

The danger of war is not past, and the future may hold fresh 
trials and tribulations for humanity. Yet the forces of peace 
are strong, and the mind of humanity is awake. I believe that 
peace will triumph. 

We are celebrating in this season the festival of peace and 
goodwill, and soon the New Year will come to us. May I wish 
you all a happy New Year and express the hope that this year 
will see the triumph of peace and freedom all over the world. 

Good night. 
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The New Asia 


WHAT IT MEANS NO MAN CAN FORETELL 
By CARLOS P. ROMULO, Ambassador of the Philippines to the United States, Washington, D. C. 


Delivered at The Far East Session of the Forty-Third National Foreign Trade Convention, New Y ork City, November 27, 1956 


W £5 ARE all aware by now that we are living through 
a massive transformation of all international, inter- 
continental, interracial relationships in the world. 

This is the real revolution of the 20th century, and it affects 

everybody. 

A major aspect of this revolution has been, as you know, 
the termination of the rule of the Western white man over 
a large part of the world over which he had made himself a 
master during the last 300 years. You have heard a lot in 
recent times of the re-assertion of self-respect by the peoples 
of these countries who for better or worse have taken their 
fates into their own hands insofar as this 20th century world 
allows any people to do so. This process which has been 
going on in Asia for several decades is only now getting 
underway in Africa and we shall all be living with it for a 
long time to come. 

The great and sober truth is that the outcome of the power 
struggle between the United States and the Soviet Union is 
going to depend on the evolution of these “new” countries 
of Asia and Africa. 

For those of us who are directly involved in these great 
changes the problems of adjustment, of achieving new per- 
spectives, of coping with our enormous tasks are great prob- 
lems indeed. One does not too easily dispose of the slave or 
colonial mentality. Getting rid of it can often involve lapses 
into the cheap alternatives of counter-brutality, revenge and 
racism in reverse. We have been witnessing examples of this 
kind in recent times. 

But we must admit that the problem of the psychological 
adjustment of the Western white man to the new situation 
is perhaps even greater. He was able for many generations 
to have his way in the world. Now he cannot have his way 
any longer. This can lead to some stupid and desperate be- 
havior. We have been seeing some examples of this, too, 
quite recently. 

Nothing is simple in this highly complex revolutionary 
epoch but I do not think it is too much of an over-simplifica- 
tion to say that the major problem of our time can be defined 
as a problem essentially for Americans—the problem of creat- 
ing and setting up channels of productive world development 
and trade on a basis of political and human relations rooted 
in mutual respect and equality of status, to help create the 
beginnings of a system which will open up to these newly 
emergent countries of the world a real chance for growth and 
development naturally based on democratic institutions. 

I say this is a problem for Americans because it is the 
United States that stands primarily for the promise of an 
alternative to a mew Dark Age of Communist totalitarianism. 
If the United States and its people do not somehow begin to 
achieve leadership in this kind of a movement in the world— 
and to do so without yielding up everything to the insanity 
of a nuclear war—then the great historic opportunity will 
pass and the shape of the future will be a different one for 
all of us. To be sure, we all have our responsibilities in this 
matter—but as we have so painfully seen again in recent 
weeks, the shape of the world is not yet subject to the will of 
the small and the weak. 

Now what does all this mean, for example, to Americans 


such as you who are interested in foreign trade, foreign invest- 
ment, foreign economic development? A full exploration of 
this question opens up all sorts of fundamental issues for 
American society and the American outlook and it is quite 
plain that there are no easy answers. 

Consider, for example, the fact that to an enormous degree 
the things that have to be done in the world are things that 
offer relatively small prospect for quick and large financial 
returns—and such returns are naturally a legitimate goal of 
ordinary business. This fact is already responsible for the truly 
gigantic American foreign aid programs of the last decade 
and the relatively small role that has been played so far out- 
side the borders of this country by American private enter- 
prise. 

We in the Philippines welcome foreign capital. All our 
leaders have stated that they want American capital to come 
into our country. Our Constitution provides that Americans 
in the Philippines have the same rights as Filipinos. But so 
far American capital has not been poured into the Philippines 
in the volume we expected. And this seems to mean that 
despite how one works out the details, the matter is in essence 
a huge public undertaking in which what we call private 
enterprise remains an essential but by no means single or 
decisive element. I think that all of us in the so-called under- 
developed countries are finding this to be true, even as you 
are, and I hope the time is past when the bogeyman of social- 
ism can be raised to hinder the working of this almost 
natural development. 

For another thing, this large picture imposes on Americans 
the enormously difficult task of using the weight of their 
power effectively instead of simply throwing their weight 
around. This is by no means easy. It is not easy for the 
United States as a nation and it is not easy for the American 
as an individual who is often impatient, anxious only to get 
things done in the way that seems most efficient and profit- 
able to him. I do not feel qualified to offer any wisdom on 
many of the larger questions raised here, but I have been 
struck by the way in which individual characteristics, attitudes, 
outlooks play a decisive role. 

Is it really only fear that can lead one man to treat another 
with respect? Is it really only power that determines in the 
final analysis the behavior of individual human beings? It is 
a strange business how often in discussing big issues of politics 
we find ourselves forced back to the same sorts of questions 
that were being asked by the men who set down the holy 
scriptures of many different cultures long, long ago. 

I think this should teach us that we will not go very far 
if we put too many of our bets on man’s virtues alone. We 
do better when we think also in terms of his necessities. The 
interesting thing now is that it has become necessary for all 
Western men and most of all for Americans to establish a 
new and more decent basis of relations with peoples in the 
rest of the world, peoples of many different races and cultures, 
in order to insure their own best survival. 

Let us not make the mistake of thinking we only all have 
to love each other; but we do have to develop respect; we 
do have to begin to know how to acknowledge in fact an 
equality of status which many people in their bones are still 
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not really willing as yet to yield. Let us be hard-boiled, let 
us be self-interested by all means—but let us begin to under- 
stand that the shape of the world is different, far different, 
from what it was only a few decades ago and that in dealing 
with this world we have to change not only economic condi- 
tions but our thinking and our attitudes as human beings in 
relation with one another. 

We in the Philippines achieved our independence and at 
the same time kept our friendship with America. Looking back 
over the events of the past few weeks. I suggest that this 
friendship between the Philippines and the United States is 
deeper and more sincere than the friendship between any two 
nations on earth. We must keep it so. And we can only keep 
it unimpaired if we do not take each other for granted, if 
we respect each other's sovereignty, if we keep in mind that 
this is 1956 and not 1900, that practices once countenanced 
by a subject nation are now vigorously opposed as contrary 
to an independent nation’s dignity, and that Filipino-Ameri- 
can friendship to endure must be based not on tolerance but 
on equality and mutual respect. 

Certainly you have nothing to compare with it in Asia 
and it should not be undermined by that single-track military 
mentality of colonial days some traces of which still appear 
now and then to discredit the United States. And it is in the 
light of this fact that it occurs to me that, in your admirable 
concern for the well-being of the so-called underdeveloped 
nations, you may be overlooking an area of underdevelopment 
right here in your own country. 

Not in material things, for surely America is still the richest 
land on earth; not in technological development, or scientific 
research or concern for the rights and security of the indi- 
vidual American citizen. 

But the United States is an underdeveloped area when it 
comes to understanding Asia, and its billion human beings 
who happen to share this globe with you. 

It makes little difference whether the penguins of Antarctica 
know anything about the squirrels of Rock Creek Park. But 
it makes all the difference in the world whether the American 
people understand the crowded millions who inhabit Asia. 
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Your destiny, Asia’s destiny, the world’s very survival, may 
depend on such an understanding on your part. 

You need not necessarily agree with the Indians, the 
Burmese, the Chinese, the Pakistanis, the Ceylonese, the Indo- 
nesians, or indeed the Filipinos, but you do need to know 
what makes them tick. As an Asian who hardly must protest 
his friendship for America, I can tell you that you have very 
much to learn. 

You must understand the deep psychological scars left by 
the generations of a now-dead Western colonialism. 

You must understand the frame of mind of peoples who, 
having thrown off foreign rule, are flexing their muscles for 
the first time. 

You must understand the terrible tensions created by the 
jump, overnight, from the darkness of subjugation to the 
blinding sunlight of independence in a world of electronics 
and atomic energy. 

You must understand the grinding power of poverty, which 
has new meaning every mealtime to angry human beings who 
care little for ideological disputes when their stomachs are 
empty. 

You must understand the heritage of pride and resentment, 
the curious mixture of self-reliance and inferiority complex, 
the dreams of glory and the days of disappointment, the ambi- 
tion and the fatalism, which are combined in the Asian world. 

These are some of the facts of our time which you must 
learn, if your nation is to retain the leadership thrust upon 
it in this century. 

In the 1930's the great fact was the rise of Fascism. 

In the 1940's the great fact was the resurgence of the 
democracies and the rising threat of Communism. 

In the 1950's the democracies are locked in mortal polititcal 
combat with Communism, but a new fact has emerged: the 
rise of Asia. What it means no man can foretell. I am an 
incurable optimist and I believe that in the long run it will 
mean a new kind of brotherhood and harmony on earth. But 
I would be more certain in that belief if I were to see the 
American people learn to understand the spirit, the motives, 
and the problems of their brethren in Asia. 


Mr. Perkins Returns to the Land 
of the Bolsheviks 


HOPE FOR FRESH THINKING 
By ERIC JOHNSTON, President, Motion Picture Association of America 


Delivered before the National Convention of the Outdoor Advertising Association of America, Los Angeles, California 
November 13, 1956 


able hour to answer your chairman's invitation for a “full- 

fledged keynote speech.” Usually such full-fledged key- 
note speeches are given after dimner, which generally follows a 
day's work and an hour's cocktails for both speech-giver and 
speech-receiver. There's a reason for this. 

In the evening, it's usually easier for speaker and audience 
to feel they've been inspired than in the cold light of morn- 
ing—this no-man’s land between breakfast and lunch. And 
yet, considering the shape of the world we're in, the cold light 
of morning seems proper enough for two topics I have in mind 
—first, and briefly, the advertiser as a United States business- 
man; ... and second, and not so briefly, the experiences of one 
United States businessman in the land of the bolsheviks. 


T: A RARE distinction to be standing here at this remark- 


A few weeks ago over my breakfast coffee, I happened to 
read the column of a radio and television critic in one of our 
largest metropolitan newspapers. This critic believed that the 
networks were failing to give adequate coverage to the world- 
shaking events of the day. He felt that radio and television 
should give the public more public service programs. He 
said so. 

Now criticism is a critic’s privilege and he exercised it. 
What impressed me, however, was the aftermath. He attacked 
the networks, which answered him fully in the next morning's 
newspaper. But he also attacked the advertising industry—or, 
rather, sideswiped it. “Everybody knows,” he said in effect, 
“that you networks are protecting the advertising buck. You'd 
rather show soap opera commercials than the United Nations 
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ERIC JOHNSTON 


General Assembly.” To this rather casual knifing, the advertis- 
ing industry made no reply. At least no reply that I heard. 

I think it's a good idea this morning, before this gathering, 
to remind advertisers that you, too, are vital to United States 
business, to our industry in general and to the communications 
business in particular. For one thing, you've enabled us to read 
newspapers each morning which are big enough to carry a 
column of radio and television criticism. This is clear to any- 
one who has been abroad and tried to inform himself through 
skimpy and often inadequate newspapers. 

You have also underwritten our vast communications net- 
work which meets our public appetite for superb news cover- 
age as well as Agatha Faces Life. Coming from the motion 
picture business, I have no question that it pays ws to advertise. 
The advertising business has helped us create a huge market 
for our product both at home and abroad. What's more, it 
has helped us create better motion pictures to satisfy this 
market. 

I bring you these cheerful sentiments today not because 
they’re new but because you might not have heard them lately. 
Of all your advertising brotherhood, the outdoor advertising 
man has surely borne the most outrageous slings, arrows and 
random potshots. From time to time, you have been charged 
with cluttering up the landscape and even with detracting 
from the beauty of birds, bushes and trees. You have taken this 
abuse with stoical silence, perhaps feeling that it’s the advertis- 
ing man’s cross to glorify his client and mummify himself. 

Now I'm not proposing that we establish a National Kind- 
ness to Outdoor Advertisers Week. But I am suggesting that 
the outdoor advertising man can be somewhat prouder of his 
activities. Anyone who has travelled this country knows that 
you have exercised restraint when called for—you've deli- 
berately bypassed our super-turnpikes, knowing that no client 
looks good when talking against a speedometer. But when- 
ever it is appropriate, you have proved your fine showmanship. 
From the dazzling displays on Manhattan’s Broadway, which 
are world-renowned, to the modern billboards next to our 
towns and cities, you are underscoring the basic fact of our 
United States economy. 

The fact is this: In the United States, we are embarked on 
a quest for the new and better. We want better washing ma- 
chines and television sets, better automobiles and newspapers 
and movies and—judging by what I've read on the billboards 
lately—better congressmen and magistrates, better judges and 
mayors and county clerks. We are an economy capable of 
growth and change—in spiritual as well as material matters. 
This capability for change has created the modern United 
States capitalist. Like the advertising man, unfortunately, he 
isn't always understood beyond his own borders. 

On this subject, I feel somewhat qualified to speak. During 
the past decade or so I've been privileged to travel aboux the 
world as a kind of specimen United States Businessman. Only 
last month, I made a businessman’s trip behind the Iron— 
but possibly rusty—Curtain. I visited the Soviet Union and 
three of her restive neighbors to explore the market for United 
States motion pictures. My recent trip made me recall an 
earlier visit to Moscow—back in 1944, the summer before 
Nazi Germany's surrender, when I visited Soviet Russia as a 
guest of our wartime ally. 

On that visit, I was rather clearly invited as a United States 
businessman—I was then president of the Chamber of Com- 
merce of the United States of America. I went to Moscow to 
inspect productivity and I was impressed by what I saw of 
Soviet business, which was then fighting a war. I met a great 
many Russians, including Joseph Stalin, and I gathered that 
the Russians were also impressed by United States business— 
which was also fighting a war. 
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Shortly after my visit, however, a Soviet writer turned out a 
play and a movie called “Mr. Perkins in the Land of the 
Bolsheviks.” The play was produced in Russia and I believe 
it also had a brief run, in a translated version, in the United 
States. It set out to lampoon, or maybe harpoon, the United 
States businessman—the sort of thing that happens all the 
time to advertising men. There were some rumors, in fact, 
that the playwright was using me as his model for Mr. Perkins. 
As portrayed, Mr. Perkins wasn’t much of an American busi- 
nessman. Probably he didn’t need to be. Because—from 1944 
until recent months—Mr. Perkins wasn’t doing much business 
in the Soviet orbit. 

Today there are signs of a change. United States business- 
men with a variety of wares—from high fashions to cash 
registers—are tentatively exploring the communist world at 
the communists’ invitation. On my own recent trip I visited 
three of the Soviet’s neighbors and also Russia itself. 

On one leg of my journey, I flew from Prague, Czechoslo- 
vakia, to Moscow by Soviet plane. Being a gregarious sort, I 
met some of my Russian fellow passengers on board. By the 
time we stopped in Lithuania for an airport meal, we were 
getting fairly congenial. The usual vodka toasts made some of 
the passengers downright talkative. 

One of the Russians told our party that he wrote for the 
Soviet movies, but he was planning to quit. He said it was too 
hard for a true artist to get things past the Soviet film censors. 
He went on to say that he used to do better. Some years ago, he 
told us, he had written a successful scenario called “Mr. Perkins 
in the Land of the Bolsheviks.” 

“Wasn't that about Eric Johnston?” one of my associates 
asked him. 

The writer admited this was so. 

“Did you ever happen to meet him?” 

“Well, no,” the writer declared. “I never did.” 

“Well,” said my colleague, “this is Eric Johnston!” 

In these circumstances, perhaps I'd better tell the sequel to 
Mr. Perkins’ odyssey myself. During my recent visit, the land 
of the bolsheviks was undergoing monumental changes. Exactly 
where these changes will lead is hard to see not merely in the 
western crystal ball. It is just as cloudy in the tea leaves in the 
Russian samovar. While I was there, the ferment in the com- 
munist countries of Eastern Europe reached explosive force 
in Poland and Hungary. 

In the midst of these explosions, the government film off- 
cials in both countries and also in Czechoslovakia concluded 
tentative agreements for the purchase of Hollywood motion 
pictures. In the streets of Warsaw and Budapest, the people 
were demonstrating for the upheaval of governments. But in 
the lavish board rooms of the Ministries of Culture, negotia- 
tions for the purchase of American movies were conducted 
calmly and pleasantly. 

In these three countries, the movie goer’s last view of the 
Hollywood product goes back a long way—before the Iron 
Curtain fell. And now, almost briskly, the uneasy governments 
wanted Hollywood back. Except in the Soviet Union, where we 
have not yet reached an agree’ nt, we found both officials 
and citizens eager for Americas movies. One film official in 
Hungary told me his reasoning. 

“Of course we're not sure who will be in power tomorrow,” 
he said. “But whoever he is, he'll need plenty of entertain- 
ment.” 

In Russia, our movie negotiations reached a standstill. They 
did not succeed because the Soviet government insisted on a 
guaranteed widespread distribution of its films in our country 
as a condition of purchasing our films in their country. Of 
course I couldn’t agree to such a condition. I tried to point 
out that the U. S. marketplace is wide open to everyone, that 








174 


the public taste determines the acceptance of every commod- 
ity in our country. I tried to explain how American industry 
produces and then promotes its wares, knowing that the cus- 
romer is always the final judge. I even tried to explain the 
American advertising business. 

The Russians somehow believed that I could force Americans 
to see their movies. I said we can’t even force them to see owrs. 
I didn't win that argument either, but the door was left ajar 
for possible further talks if the Russians should decide to buy 
our pictures on a strict commercial basis. 

Fossibly the Russians had other things on their minds. The 
Soviet Union has changed considerably since my last visit there 
in 1948. Joseph Stalin has gone and the Soviet state has be- 
come a dictatorship without a dictator, an empire without 
an emperor, a religion without a high priest. The Russian 
rulers found it necessary to deglorify Stalin for two reasons. 
First, they wanted to impress on the people the virtues of 
group rule as contrasted with one-man rule. Second, they 
wanted to change some of the political, economic and social 
policies of Stalin—and in Russia you can't change policies 
without upheavals all down the line. 

in the Soviet homeland, I felt, the changes had taken place 
rather successfully. Neither Comrades Khrushchev nor Bulganin 
nor millions of comrades down the line seemed to miss Stalin. 
The Russian people appeared better dressed than when I saw 
them last and more enthusiastic about their destiny. Their 
schools and universities were thriving, with most emphasis 
on science and least on the arts. The people, of course, knew 
nothing about the revolts in the satellites—the blackout on 
news was still deep ebony and neither BBC nor the Voice of 
America was getting past the official jammers. 

It was different in the satellites and here, I felt, the de- 
basement of Joseph Stalin had miscarried from the Soviet 
viewpoint and was causing all their present trouble. In the 
satellite countries, Stalin had been built up as a god. He had 
uprooted, imprisoned and killed the anti-communists because 
he knew best and would eventually lead the comrades to the 
Promised Land. With the whip at the rear and the carrot at 
the nose, he had effectively crippled the younger generation of 
eastern Europe. 

But now the Soviet leaders were saying that Stalin was 
wrong, thereby dethroning not merely the terror of the satel- 
lites but also the god of communism. At once the satellites 
began asking questions: 

If the Soviets were wrong in the past, couldn’t they be 
wrong in the future? If Stalin was wrong and Marshal Tito 
was right, shouldn't they develop their own brand of socialism 
as Tito had done? Were the Yugoslavs any better than they? 
Hadn't Comrade Khrushchev himself congratulated Marshal 

Tito? How far would the Russians let them go? 

In the communist world, questions are as explosive as time 
bombs. The pressures mounted in Hungary and Rakosi was 
removed. They mounted in Poland and Gomulka was let out 
of jail. Conditioned to the master’s voice, the people found 
the master gone away. There was talk of freedom, but it was 
uneasy talk. 

In che satellites, everyone talks of the change without quite 
knowing where the change will lead them. They like to tell 
about the man who went to his doctor for a thorough examina- 
tion. Finally the doctor declared: “I can find nothing wrong 
with you, comrade.” 

“But there must be,” the man exclaimed. “Because what I 
hear and what I see are different.” 

What I kept hearing and seeing was different in each 
country, but in each country the common denominator was 
freedom—an awesome problem as well as a hope. In the revolt 
of the satellites, we are watching the most curious of revolu- 
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tions. From Hungary, where it reaches its bloodiest moments, 
to Czechoslovakia, where it hasn’t begun, the forces of free- 
dom are anxious and unsure as they grope for new leaders. 
They hated the Soviet tyrant; they have not yet found a man 
to replace him. 

In the Soviet Union, the downfall of Stalin was a breath of 
fresh air. In Hungary, the breath has developed tornado pro- 
portions and we haven't yet reached the end of the storm. 
While I was there, Premier Nagy was desperately trying to ride 
out a holocaust. He was offering up a “new” communism— 
Hungarian style—which he said would be something like 
Titoism, but not quite like Titoism. Hungary was a country 
which knew where it had been and wasn’t sure where it was 
going. 

When I was in Budapest, a government sepie set off 
for Yugoslavia to see Marshal Tito. They p to apologize 
to Tito, I was told, because they had been wrong and he had 
been right these many years. I asked whether they would dis- 
cuss a Customs union with the Yugoslavs or other plans for the 
future. Apparently they had nothing of that sort in mind. 
“When a man is wrong,” one of the delegates told me, “he 
must apologize.” 

In Poland, I stood on a platform with the new premier 
Gomulka as he addressed a crowd of perhaps 400,000 in the 
Warsaw city square—the biggest audience I've ever seen. The 
crowd wa: tense, wedged together, expectant—waiting for 
something to happen—and I knew that Gomulka could have 
brought it to a frenzy for freedom. But how does a new leader 
behave under such strange circumstances? Gomulka spoke 
quietly, almost mumbling as he urged caution, hard work, self 
control. He spoke of the new freedom as if he were selling an 
old bar of soap. When he finished, the crowd dispersed in total 
apathy. 

In Warsaw, the new ministers made one point clear: They 
would not break their social, economic and political ties with 
the Soviet Union. Pointing at the map of Europe, one of them 
said to me: “There’s West Germany. Twenty-two divisions. 
There's the Soviet Union. Two hundred divisions. What would 
you have us do? Commit national suicide?” 

Another minister, declaring the nation would find a new 
kind of socialism, spoke of the chief difficulty his government 
faces. “It is very hard,” he said, “to rum a country when you 
don’t know where you are going—or how far the Russians will 
let you go.” 

Of the three satellites, only Czechoslovakia seemed calm— 
at the moment I was there. I sensed far less hatred for the 
Russian tyrants in this country than in the others and for a 
good reason. They've never been occupied by the Russian 
troops, they've never seen the puppet master. 

In Prague, on a high hill, the memorial to Stalin still stands, 
forty feet high with the late dictator leading a line of four or 
five other heroes. It's a mammoth production, with the legs, 
torsos and heads of the heroes carved out of separate chunks. 
Stalin has a rather grim smile on his facz. 

The Czechs’ present mood is accepting and acidly humorous, 
but moods, of course, are subject to change. “Do you know why 
Stalin's smiling?” they ask you. You don’t know. “Because,” 
they say, “he’s at the head of the queue waiting for meat!” 

And then they ask: “Do you know why the heads are carved 
separately?” You don’t know that either. “Because,” they say, 
“it’s so much easier to change the heads.” 

At this moment in history, what can Mr. Perkins—Ameri- 
can businessman and American citizen—do to help? There 
is no question where our hearts would lead us. We have 
watched with horror as the Soviet Union crushed Hungary's 
first move for independence and we are moved to strike back 
against this monstrous deed. But as rational men, we know 
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ERIC JOHNSTON 


there are some things we can do and some things we can’t do. 
Let me mention what I think we shouldn't do. 

First, we can't help Poland or Hungary or Czechoslovakia 
by interfering in their internal policies. It would be sheer folly 
to try to transplant capitalism in these countries—because 
when we speak of capitalism, they think of ancient feudalism 
and exploitation. But when they seek a “new Marxism” or a 
“new Titoism,” perhaps they will move toward a system that 
produces more economic freedom than their people have 
known. At any rate, these people want to be let alone—by the 
Soviets on one side, by the west on the other—to work out 
their destiny in their own way. And as they do that I think 
they will orient more and more toward the West. 

Now, second, we can’t help these countries by military med- 
dling. Such interference would be futile and would likely re- 
sult in slaughter for them, perhaps for all of Europe. It would 
be the height of folly to try to draw these nations into a mili- 
taristic pro-western bloc. The Soviet tanks and guns in Hun- 
gary make indelible the sure outcome of such a course. Much as 
we may be impatient and frustrated, and wish for quick, 
decisive results, we must refrain from impulsively doing any- 
thing that might hurt rather than help. 

But now let us turn to the positive side. How shall we act? 
What can we do? Today the patterns of world order are under- 
going violent change. We have reached a climactic point in 
history, a moment for greatness. How shall we as Americans 
face this challenge of the last half of the Twentieth Century? 

There are old ways of doing things—we've seen them tried 
for generations. The shell, the bomb, the rifle bullet on one 
hand. And on the other, the senseless exchange of abuse, the 
stereotypes of hatred and prejudice. These are the devices 
which nations have always employed. Today aren’t they bank- 
rupt and barren and futile? 

This morning let us try to move past these barnacled ways. 
In other aspects of American life—in our social evolution, our 
industrial development, our technological triumphs—we have 
never been afraid to be imaginative, to take chances, to risk for 
the future. Now let us turn our creativeness to find the sub- 
stance, not the easy labels for the events of our time. 

In the hope for fresh thinking, I'd like to discuss two sug- 
gestions today. They are not guaranteed to achieve the millen- 
nium. But they may help us to cut away layers of encrusted 
thinking. 

First of all, I feel we must constantly press the initiative for 
world peace—and make it clear to the Soviet Union we plan 
to pursue peace without letup. Our past negotiations with the 
Soviets have been frustrating, of course. But too often we 
have failed to keep contact with the Soviet powers. We should 
recognize, especially in the communications business—that 
nothing is ever gained by losing contact. 

Therefore I would suggest that we send a special representa- 
tive to the Soviet Union, choosing a man who understands 
the Soviets well. He would be sent on no debating tournament, 
no propaganda mission. His task would be to explore fully 
and frankly, and in confidence, with the Soviet leaders our 
mutual interests in world peace. The folly of force in Hungary 
and Poland must be giving the Russians great concern today; 
the folly of force in the Middle East is giving us great concern. 

This special representative to the Kremlin might begin 
with this question: Is it possible for the United States and the 
Soviet Union to find a common ground for peace? If so, let us 
get to work together. Or, instead, will we continue to divide 
the world into blocs which might well lead to World War III? 

Recent events have brought us finally to this time for frank- 
ness. The Soviet Union has often misjudged the United States. 
Failing to know what we stand for, they may fatally misjudge 
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what we'll fall for. In the present world, such miscalculations 
may be dangerous if not highly explosive. This meeting be- 
tween our emissary and the Soviet leaders would be something 
new under the sun—neither a debating match nor an exchange 
of vitriol. Ir would plunge down to the bedrock level of our 
mutual interest in peace. As I say, I can’t guarantee that this 
approach will work. I do believe it is worth risking. 

Now for my second proposal, I would suggest another bold 
course. For a decade, the forces of the Soviet Union and the 
forces of the United States have been bristling at each other 
before an imaginary line across the face of Europe. Let's face 
it, there are two armed camps in Europe. Usually we think 
that armies are put together to move in only one direction— 
forward. We seem to forget that armies may move in another 
direction—backward. 

I would propose that we explore the possibility of withdraw- 
ing all American troops from western Europe provided the 
Soviet Union withdraws all its troops from the satellite states. 

I make this suggestion knowing the difficulties and the risks 
involved. For our part, we should of course make such an offer 
only with the complete accord of Chancellor Adenauer in Ger- 
many. West Germany is the bastion of democracy on the Soviet 
perimeter and we must assure its safety. 

Some will say that this proposal may involve risks for our 
NATO forces. They may argue that such a course would leave 
NATO helpless if Russia attacked. To this doctrine I do not 
subscribe. I believe that all Europe would be strengthened by 
its own self-reliance if both the United States and the Soviet 
Union moved back together. 

The Soviets would also have problems to resolve before 
accepting such a new course. Perhaps they would refuse out- 
right, but such a refusal would find them guilty before all 
world opinion. If they accepted, however, two great prospects 
would open up—the true liberation of Europe and the open 
road to genuine peace. 

These two proposals—a new kind of emissary to the Soviets 
and the possible moving back of the armies—might give the 
world the breathing space it needs in our time. Above all, I 
would repeat that we gain nothing by losing contact with the 
Soviet leaders. At the same time, we may lose nothing by 
breaking contact of the armed forces on the face of Europe. 
Internationally, we have not yet left the old age of force for 
the new age of arbitration. But we should work for the new 
age with all our energies. 

Meanwhile, there’s another area for creative exploration, 
an American creation that is unique in the world’s history. 
Since the end of World War II, the United States has given 
economic aid abroad to a degree the world has never seen 
before. Some say there are. strings attached to our aid—and 
there are. We have given—and we should continue to give— 
to hasten the day when all nations, secure at home, will wage 
their international conflicts at the conference table, not on the 
battlefield. 

There is today the need to continue and enlarge the scope 
of our aid program as advocated by President Eisenhower, and 
all Americans may be proud that our administration in Wash- 
ington has taken the initiative in this area. In the satellite 
states, groping their way toward freedom, the administration 
has already pledged our aid and our friendship. 

Today we have reached a time of great change and also 
great opportunity, a moment when much can be lost—or won. 
The United States—perhaps only the United States—can 
shape these changing years for the benefit of man. At this 
moment, western man has two courses suggested by the 
greatest playwright of our civilization. 

One is the course of Hamlet, pallid, doubting, frozen by 














176 


fears to total inaction. The second course suggested by Shake- 
speare, writing about the man of action, was spoken in these 
lines 

‘There is a tide in the affairs of men, 

Which, taken at the flood, leads on to fortune.” 

We have reached the floodtide now and a fortune awaits our 
acts and our decisions. This fortune cannot be won through 
military conquest or economic conquest. It can’t be achieved by 
one nation or one bloc of nations. If we reach this fortune of 
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peace, it won't be a Pax Britannica. It won't be a Pax Ger- 
manica. It won't be a Pax Americana. 

But we can achieve it in our time for the generations to 
come, though it will entail pain and struggle and infinite 
patience along the way. And if we achieve it now, in the last 
half of the twentieth century, it will be said in later days that 
we brought the world its greatest fortune before the twenty- 
first century dawned—a Pax Humana, a peace for all man- 
kind. 


Woodrow Wilson 


PROPHECY AND PERSPECTIVE FOR THE PRESENT 
By ALLEN W. DULLES, Director of Central Intelligence, Washington, D. C. 


Delivered at Y ale University, New Haven, Connecticut, November 27, 1956 


lecturer and to speak to you of some phases of the work 
of Woodrow Wilson. 

I feel particularly gratified that you should have chosen a 
Princeton man for this task, but possibly after what took 
place a week ago Saturday, you can afford to be magnanimous. 

In the presence of Charles Seymour, your distinguished 
President Emeritus, I speak of Woodrow Wilson with a 
great deal of humility. He is, after all, the real expert on 
the subject, and I shall draw liberally from ideas he has 
expressed. 

A few weeks ago I returned from a 35,000 mile trip 
around the world, visiting particularly the countries of the 
Middle East, Southeast Asia, and the Far East. I had rather 
planned to work out, during this trip, what I would say to 
you today. But although I did some thinking, I found little 
time for writing, while visiting some twenty countries. As 
I talked, however, with the leaders of these countries, many 
of which had newly found or fought out their freedom, I 
could not help but ponder how fiercely had burned the fire 
of self-determination which Woodrow Wilson had helped to 
kindle some 40 years ago. 

Before taking up the main subject of my talk I would like 
to. say a word about Yale and my chosen field of intelligence. 
The connection between Yale and national intelligence is an 
old one. Two members of your class of 1773, Nathan Hale 
and Benjamin Tallmadge were, as many of you may know, 
pioneers in the field of intelligence. The story of Hale's 
martyrdom while gathering information from the enemy is 
well known. 

Hale's friend, Ben Tallmadge, was an almost equally fabu- 
lous character. He devised an ingenious system of information 
collection on British troops during the Revolutionary War, 
used primitive codes and invisible ink, and played an im- 
portant role in the apprehension and conviction of Benedict 
Arnold's accomplice, Colonel Andre. After the war, he became 
a businessman, a land speculator, a member of Congress, and 
a lay preacher in the Congregational Church. As you can see, 
a career in intelligence prepares you for almost any occupation. 

Your university today is contributing able men to American 
intelligence, and I am one of the chief beneficiaries. Among 
them, none is more outstanding than a former Yale Professor, 
Dr. Sherman Kent, who as Chairman of the Board of National 
Estimates in the Central Intelligence Agency, plays a major 
role in our work. 

We have, of course, come a long way in our national life 
since the days of Hale and Tallmadge and with our growth 


T IS AN HONOR to have been designated as Lamont 


to manhood as a nation, our responsibilities have increased 
well beyond the dreams of our forefathers. 

Since I finished my academic studies in 1916, I have divided 
my time evenly between government service and the practice 
of the law. During these years I have served, in one capacity 
or another, under every President of the United States; the first 
was Woodrow Wilson. He was my college president during 
the early months of my freshman year at Princeton before he 
became Governor of New Jersey. He was also my first chief 
as I entered the Foreign Service in 1916. 

In what I am going to say about President Wilson today, 
I am drawing very largely on my recollections of the man. 
I may say that despite the passage of time, these recollections 
are clear. My association with Wilson, modest as it was, has 
had a definite impact upon my own thinking and my approach 
to the international problems with which I have been engaged 
from time to time. 


UNIVERSITIES IN THE NATION’S SERVICE 


It is appropriate for us here today to start where Wilson 
himself began, by stressing the important role that must be 
played by the university communities in the service of the 
nation. 

Wilson said prophetically to his own university some 60 
years ago that “when all is said, it is not learning but the spirit 
of service that will give a college a place in the public annals 
of the nation . . . There is laid upon us the compulsion of the 
national life. We dare not keep aloof and closet ourselves 
while a nation comes to its maturity. The days of glad expan- 
sion are gone, our life grows tense and difficult; our resource 
for the future lies in careful thought, providence, and a wise 
economy; and the school must be of the nation.” 

Little did Wilson suspect when he took office how great 
his own role would be in America's coming of age—despite 
the fact that he well appreciated America’s growing leadership 
in international affairs. 

You will recall that Wilson was elected to the Presidency 
on a platform that dealt aimost exclusively with domestic 
problems and reforms—such as lowering tariffs and over- 
hauling the banking system. Wilson wrote to a friend just 
before assuming office that “it would be the irony of fate if 
my administration had to deal chiefly with foreign affairs.” 
In his first inaugural address in the seemingly peaceful days 
of 1913, he scarcely mentioned foreign policy. When his 
first term was half over we were in the thick of it; and before 
his second term had finished, a series of fateful decisions were 
taken which affected world history, 
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In the years between these events there was a vast growth in 
our world responsibilities which Wilson understood with a 
foresight that many in this country were slow to appreciate. 

WILSON AND RESPONSIBLE GOVERNMENT 

From the time he was an undergraduate in college, Wilson 
had been fascinated with problems of bringing government up 
to meet the challenges and problems of the times. He viewed 
America’s growing-up with excitement and hope. At his in- 
augural address as President of Princeton in 1902, he had 
spoken of “a new age before us in which, it would seem, we 
must lead the world.” 

And in the same year he wrote that: “We have come to full 
maturity with this new century of our national existence and 
to full self-consciousness as a nation. And the day of our 
isolation is past. We shall learn much ourselves now that we 
stand closer to other nations and compare ourselves first with 
one and again with another .. .” 

Several years later at Columbia he concluded one of his 
many speeches on government with the prophetic remark that, 
“We can never hide our president again as a mere domestic 
officer.” There could be no more eloquent proof of these words 
than Wilson's own tour of service in that high office. 

Some 25 years ago I came into the possession of the original 
of one of the rare documents of Woodrow Wilson's career— 
a personal letter to Secretary Lansing—which illustrates his 
convictions as to the high responsibility of the presidency in 
the conduct of foreign relations. 

While the letter was published in Ray Stannard Baker's 
“Life and Letters of Woodrow Wilson,” it has never received 
the attention which it deserves. 

Before the end of the campaign of 1916, the President 
became fully aware that the election was to be a close one, that 
it was more or less of a toss-up whether he or Mr. Hughes 
would win. That election, as was the case of the election the 
other day, was fought out during a period of great inter- 
national crisis. America then faced hard decisions and as the 
letter indicates Wilson was deeply disturbed about the conse- 
quences to the country of the situation which would arise if 
he were defeated and yet remained on as the President from 
early November until the coming March. It is fortunate that 
Wilson set forth his ideas in a letter which he wrote Mr. 
Lansing, then Secretary of State, who had left Washington to 
vote in his home of Watertown, New York. 

The main source of concern was, in Wilson’s words, that: 
“The direction of the foreign policy of the government would 
in effect have been taken out of my hands and yet its new 
definition would be impossible until March.” 

He added this: “I feel that it would be my duty to relieve 
the country of the perils of such a situation at once. The 
course I have in mind is dependent upon the consent and 
cooperation of the Vice President; but, if I could gain his 
consent to the plan, I would ask your permission to invite Mr. 
Hughes to become Secretary of State and would then join the 
Vice President in resigning, and thus open to Mr. Hughes the 
immediate succession to the Presidency. 

“All my life long,” Wilson continued, “I have advocated 
some such responsible government for the United States as 
other constitutional systems afford as a matter of course, and 
as such action on my part would inaugurate, at least by 
example. Responsible government means government by those 
whom the people trust, and trust at the time of decision and 
action. The whole country has long perceived, without know- 
ing how to remedy, the extreme disadvantage of having to 
live for four months after an election under a party whose 
guidance had been rejected at the polls. Here is the remedy, 
at any rate as far as the Executive is concerned.” 

The original letter was given to me by my Aunt, Mrs. 
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Lansing, who found it among my Uncle's papers after his 
death. It was marked to be destroyed, but I disobeyed this 
injunction, as I have done frequently since in similar situations. 

The problem which President Wilson poses in this letter 
has been in part solved by the 20th Amendment, moving the 
date of inauguration from March 4 to January 20. The pos- 
sibility of the solution he suggested has been eliminated by 
legislation which changes the line of succession, after the 
Vice President, from an appointed officer (the Secretary of 
State) to an elected officer (the Speaker of the House of 
Representatives ) . 

It seems to me questionable, however, whether the 20th 
Amendment has adequately solved the problem. True it has 
reduced the lame duck period from about four months to a 
little over two and a half months. But in the present state of 
the world, in the atomic age, 75 days is a very long period. 
For example, if by chance we were today in a “lame duck” 
period I can hardly conceive how adequate machinery could 
be set up to reach the decisions that are required daily if not 
hourly, with one man holding the titular authority and another 
enjoying the popular mandate. 

In the lame duck period of 1933 an attempt was made by 
President Hoover to solve the problem by collaboration be- 
tween the outgoing and the incoming administration. This 
proved unrewarding. I imagine that any incoming administza- 
tion will be reluctant to share the responsibility without having 
the real power of decision. It would, it seems to me, be easier 
to get the willing cooperation of outgoing officials than to try 
again what failed in 1933. Most European constitutional gov- 
ernments, including the British, manage in one way or an- 
other to make the transition without any formal delay. 

There are other curious anomalies in the present lame duck 
system of 75 days. The outgoing administration in early 
January must put in a State of the Union message, an economic 
report, and a budget message. Except for the actual work done 
on the budget, this trilogy of swan songs serves very little 
useful purpose. 

Of course the real log jam comes from the Electoral College 
procedures, which the 20th Amendment did little to set right. 
The Amendment rightly ruled that electoral votes should be 
counted only by the newly elected Congress so that a possible 
tie could not be broken by a “lame duck” Congress. But, since 
the new Congress does not meet until January 3rd according 
to the Amendment, the long period of waiting for a change in 
administration seems destined to be with us until some better 
way is found to solve this problem which Wilson first tried 
to meet. 

WILSON AND THE SOVIET UNION 

Wilson was President when two great revolutions swept 
through Russia in 1917; first the Kerensky revolution of 
March, then the Bolshevik revolution of Lenin-Trotsky in 
November. He had great sympathy for the democratic revolu- 
tion in March of 1917 and made every effort to extend support 
to it. 

You may remember that he sent a distinguished mission 
under Elihu Root to review the prospects of the Provisional 
Government and to ascertain what steps we could take to 
help it. The Mission brought a very optimistic report from 
which the only dissenter was Charles R. Crane who possessed 
that most valuable of all qualifications: first-hand knowledge 
of an area he had visited many times. 

Even after the hopes for democracy and freedom in Russia 
were dispelled by the November revolution, Wilson sought to 
make clear that our policy was one of deep friendship for the 
Russian peoples despite their form of government. “Whether 
their present leaders believe it or not,” he said, “it is our 
heartfelt desire and hope that some way may be opened 
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whereby we may be privileged to assist the people of Russia 
to obtain their utmost hope of liberty and ordered peace . . .” 

Today, almost 40 years after the Russian revolutions we are 
still thwarted in our quest to convince the Russian people of 
our desire for peace and friendship with them. The tight dic- 
tatorship in the Kremlin has attempted, with a large measure 
of success, to keep the truth and the facts from the people of the 
Soviet Union. For example, they have never published the 
text of Khrushchev’s speech denouncing Stalin and Stalinism, 
which has been printed elsewhere throughout the civilized 
world. The people in Russia have never been told the truth 
about events in Poland. They have been told hardly anything, 
and certainly none of the truth, about what has transpired this 
past month in Hungary. 

Ir seems to me, however, that the Soviet leaders have made 
two fatal errors if they propose to retain the hard dictatorship 
which the teachings of Lenin and Stalin envisage. 

First, the new leaders of the USSR admitted to respectability 
the Tito experiment in Yugoslavia. I do not pose as a prophet, 
but in an address which I made 18 months ago at the Columbia 
University Commencement, I put this question: “If the Tito 
form of heresy, denounced a few years ago more vigorously 
even than capitalism, is now to be forgiven and approved, 
how can the Soviet deny the European satellites the right to a 
similar heresy if they so desire?” 

I only wish that this question had been a prophecy because 
it is proving to be true. Poland has already made moves in this 
direction. In Hungary the people were unwilling to accept a 
halfway station toward liberty and have electrified the world 
by their struggle for complete independence. In doing so they 
have tended to disprove the theory so long held that revolt 
against a tyranny equipped with the modern weapons of war 
was foredoomed to failure. 

Whatever the final outcome in Hungary, those who have 
sacrificed themselves will not have failed. They have alerted 
the world once more to the meaning of Soviet despotism, and 
have struck a blow for freedom which will rank in history 
with the American and French revolutions. 

The second fatal error the Kremlin has made was in 
calculating that it could safely introduce mass education into 
the Soviet Union and that those who were educated in science 
and technology would not come to think in political terms as 
well. Education has made it difficult, if not impossible, for the 
Soviet leaders to continue to close off their people from access 
to the realities of the outside world. 

An interesting report that has recently been received 
indicates that the men in the Kremlin understand the danger 
and are trying by artificial means to meet it. They are ap- 
parently now proposing that advanced degrees will not be 
given to those who have completed their educational work 
until they have had four additional years of a compulsory 
work assignment on top of their educational career. Perhaps 
the Soviets believe this time would serve as an adequate 
antidote to independent thinking. But artificial means such 
as these and the resuscitation of Molotov to lecture to the 
writers and artists will do little to solve the problem. You 
can brainwash a few for a period of time, you could never 
brainwash a whole nation. 

In each of these problems the Soviet Union's difficulties 
stem from indifference to beliefs Wilson held most deeply: 
the rights of any nation to determine its own destiny, and 
the necessity of bringing intellectual enquiry into the life of 
the nation at large. I daresay that Wilson would not have been 
surprised to see the proud peoples of Eastern E led in 
their latest struggle for self-determination by students and 
writers as well as workers and peasants. 

We are now going through dramatic days in our relations 
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with the Soviet Union and it seems that some inexorable laws 
are at last catching up with the Soviet system. In the industrial 
and educational progress which has been made they have gone 
far towards turning serfs into thinking human beings. They 
have seen satellites move dramatically toward freedom, and it 
is mot too much to predict that the Soviet Union can never 
be the same as it was in the days of Stalin. In the not too 
distant future we may find new means of evidencing to the 
Russian people the basic friendship which the American 
people have always had toward them and which Wilson tried 
to show in the early days of the Russian revolution. 


WILSON AND THE SEARCH FOR FACTS 

In his development of our foreign policy, Wilson was an 
avid searcher for the facts. In preparation for the work at the 
Paris Peace Conference in 1918-19, he gathered together, in 
a committee aptly called “The Inquiry”, the ablest experts, in 
and out of government, to prepare the position papers on 
many of the intricate subjects to come before the Conference. 

As a young Foreign Service Officer in Paris, I worked closely 
with this group. I was not officially a member of it as was 
Charles Seymour, but I can state that to the surprise and 
amazement of the European negotiators, the American delega- 
tion to the Paris Peace Conference arrived there better docu- 
mented, even on most of the intricate European problems, 
than the representatives of the European states themselves. 

I recall a particular instance at the Conference in 1919 when 
Woodrow Wilson had an exceptionally difficult problem to 
solve, and one which was fraught with deep international 
significance. It related to the allocation of the port of Fiume 
between the conflicting claims of Italy and Yugoslavia. Here 
the President's advisors were not in accord, and he was faced 
with detailed memoranda presenting both sides of the case. 
Few of the international issues presented at the Conference 
illustrated so well Wilson's determination to get at the facts 
and then to decide without fear or favor. 

In this case, after considering the issues,—particularly that 
to take Fiume from Yugoslavia would leave that country 
without any readily accessible port on the Adriatic, while Italy 
had a plethora of ports in the area, including Venice and 
Trieste—the decision went to the Yugoslavs. It resulted in 
the temporary withdrawal of Italy from the Peace Conference, 
led to the Greek invasion of Asia Minor, and stirred a deep 
wave of indignation against the United States throughout 
Italy. Wilson who had been the idol of the Italian people 
became overnight an enemy in their eyes. 

With all the political changes in the area, this issue has 
long since become academic. The incident, however, has 
helped to reconcile me to the fact that if this country is to 
follow the right course, we cannot always hope for popularity 
or the love of other peoples. I find this a somewhat consoling 
thought these days. In the long run if our conduct follows the 
course of justice and fair dealing, even though unpopular at 
the time, we will eventually gain and hold respect. 

Wilson wanted not only the facts, but a solid conclusion 
from them. President Emeritus Seymour in his article in 
Foreign Affairs for January 1956, recounts that on his way 
to the Paris Peace Conference on the George Washington, he 
called together his expert in “The Inquiry” and said 
this, “Tell me what is right and I'll fight for it. Give me a 
guaranteed position.” 

More than any of his predecessors he sent special .envoys 
and special missions to various foreign countries to bring him 
reports on particular situations. I have mentioned the Root 
mission to Russia. He sent a series of missions to Mexico 
when others were urging him to take action without worrying 
about petty details. Likewise in the early days of the World 
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War he sought information on the attitudes of the great 
powers through his roving Ambassador, Colonel House. 

I sometimes wonder why Wilson was not the originator of 
the plan which led to the creation of the Central Intelligence 
Agency. After all, its task is to do on a worldwide and sys- 
tematic basis what Wilson was endeavoring to do with special 
missions as emergencies occurred. 

What we are trying to do day by day in the Central Intelli- 
gence Agency is to pull together the facts of those situations 
abroad which affect our national security. These facts range 
from the military and economic power of a given country, 
which we call the “hardware”, to the plans and intentions of 
the leaders of that country. 

As coordinator of foreign intelligence, we have also set up 
machinery in government today which greatly reduces the 
danger of being caught unprepared, as we were at Pearl Har- 
bor. There the essential facts, to a large extent, were avail- 
able; but at that time there was no central machinery to pull 
them together and bring the conclusions to the attention of 
those who had the responsibility for action. 

Today there is a 24-hour “watch” machinery established to 
bring important factors to the attention of competent officers 
as soon as they are received. 

Of course, after each crisis you will find allegations in the 
press that our intelligence has failed and that we have been 
caught flat-footed in situations such as in the Middle East, 
Poland, Hungary, and the like. Such criticisms have to be left 
unanswered—not because they are justified, but because the 
information available to us cannot be advertised before the 
event. Sometimes it cannot be mentioned even after the event 
without risking disclosure of intelligence sources and methods 
which, under the law constituting the Central Intelligence 
Agency, are not to be divulged. Those who bring this criticism 
are generally not in a position to know what facts are in the 
government's possession, but they do not hesitate to accuse 
the government of being taken by surprise. 

Of course, the fact-finding mechanisms are as fallible as 
the human beings who do the collecting and the assessing of 
information. On several occasions Woodrow Wilson discov- 
ered this. His missions to Mexico were often hampered by 
the partisan interests of his reporting officers; and his mission 
to Russia in 1917 was handicapped by the unfamiliarity of 
most of the delegation with Russia's traditions and problems. 

In our own day, even if one were to know all the hard facts, 
the problem of determining how a given country will act is 
no easy task. This is particularly true in dictatorships, where 
action depends upon the decisions of a small group of men, 
taken in secret, with no control by responsible legislation and 
with only a modicum of attention to the possible reaction of 
public opinion. Even at times the actions of democracies are 
not easily predictable. 


WILSON IN THE CONTEST FOR MEN’S MINDS 

One of the great tests we face in the contest with interna- 
tional communism is the battle for men’s minds. In our search 
for effective instruments of political persuasion, we can per- 
haps take a lesson from Woodrow Wilson. The First World 
War was won not only on the battlefield. The victory was 
mightily aided by a convincing program of struggle for the 
allegiance of men. 

Even before the military tide turned in favor of the allied 

wers, Wilson succeeded in creating almost on a world-wide 
Sate the picture of himself as a man who stood for a just 
settlement of the war issues. Just as today President Eisen- 
hower’s great influence in the world is based on the realiza- 
tion that our war time leader is a man who places peace above 
all other aims. 
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Wilson's feat was all the more remarkable because it was 
carried out before the days of radio and television, and before 
we had all the modern means of mass communication. He did 
have some advantages, however, which we do not now have in 
our dealings with the Communist countries. The press in 
Germany during World War I was relatively free except in 
the military field. Also, Wilson was addressing himself to a 
people whose education and sophistication made them par- 
ticularly susceptible to his messages. 

The Wilsonian phrase “peace without victory,” proclaimed 
before we entered the war and not very warmly received by 
either of the warring groups, was still well remembered in 
Germany when, during the latter days of the war, he enunci- 
ated his 14-Point program. 

This statement of war aims aided in undermining the 
German power to resist because he persuaded great segments 
of the German people that an end to the war would not 
mean their humiliation or annihilation, and that there was 
an honorable way to bring the hostilities to an end. Without 
seeming to do so Wilson was able to carry out that most diffi- 
cult and generally dangerous operation of appealing to the 
people over the heads of their own governments, and of 
giving them statements of ideals, aims, and objectives which 
made the statements of their own leaders seem hollow and 
unrewarding. In so doing he was following exactly the oppo- 
site course from that adopted in World War II when the 
unfortunate unconditional surrender slogan contributed so 
mightily in aiding Hitler and the Nazis to wage war to the 
bitter end. 

When Prince Max of Baden, the German Chancellor, put 
out very tentative peace feelers in the autumn of 1918, allied 
leaders abroad, and prominent figures in the United States, 
called upon Wilson to reject these approaches unconditionally. 
But Wilson continued the correspondence and slowly brought 
the German people over to his side—much to the consterna- 
tion of German military leaders. Ludendorff, in particular, saw 
that he was losing the war because the home front was failing 
at a time when his armies remained largely undefeated in the 
field. 

In stressing the right of self-determination, Wilson also 
broke the will to resist of great areas of the Austro-Hungarian 
Empire, and in the view of our Minister to Switzerland at that 
time completed the demoralization of that country. So appeal- 
ing was Wilson’s idea of a “peace of impartial justice” that 
the Chancellor of Germany himself eventually justified sur- 
render with the reasoning that: “. . . if we comprehend that 
the significance of this frightful war is above all a victory for 
the idea of Justice, and if we do not resist this idea, but submit 
with all good faith, then we shall find in it a cure for our 
present wounds and a reservoir of future strength.” 

In a sense, Wilson proved one of our first and most effective 
psychological warriors. His success was attributable not only 
to the inherent appeal of his ideals, but to his own deep and 
genuine belief in the importance of the intangibles in human 
affairs. 

WILSON AND WORLD ORGANIZATION 

There may be a kind of justice in the fact that this centen- 
nial anniversary of Wilson's birth falls at a moment when 
vitally important roles are being assumed by the United 
Nations in the Middle Eastern, the Hungarian and other crises. 
The great dream of Wilson was of nations united in a cove- 
nant of peace, which would hold guarantees against armed 
aggression. In Wilson’s view the deterrent was primarily, but 
not exclusively, in the moral forces of nations united for peace. 

“Armed force is in the background in this program,” he 
said, “but it is in the background, and if the moral force of 
the world will not suffice, the physical force of the world 








180 





shall.” “But that is the last resort,” he added, “because this is 
intended as a constitution of peace, not as a league of war.” 
it is also well to remember that Wilson's idea of a League 


of Nations was not merely a passive organization to keep the 
peace in a negative sense. “It is a League,” he explained, 
which can be used for cooperation in any international mat- 
ter.” When we look at the work being done by the various 
humanitarian, cultural and economic organs of the UN, we 


see again acceptance of Wilson's injunction that more and 
more men in all walks of life must be “drawn into the field 
of international consultation.” 

Ir is, of course, too soon to be carried away by optimism 
about the potential of the United Nations for realizing our 
goal of a world at peace. We can have hope, however, that 
its role in the current Middle Eastern and Hungarian situa- 
tions—-like its moral and material force in meeting the chal- 
lenge of Korea—will give it such stature that no would-be 
aggressor will dare to risk directly opposing it. 

Ir is, I feel, a vindication of Wilson's vision that the United 
States is not only an active participant in the UN and the 
site of its permanent headquarters, but that America has taken 
a position of leadership in bringing together the moral force 
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of a great majority of the UN members on all of these three 
challenges to the rules laid down in the charter. 

Certainly the world is now awakened to the realities of the 
present era. Wars in the days of the bow and arrow had 
limited repercussions, and even after gunpowder was dis- 
covered they did not quite succeed in destroying our civiliza- 
tion. But today with nuclear weapons, long range bombers 
and guided missiles, there is no answer to our survival unless 
we have an effective instrument to guard the peace. The laws 
of the jungle can no longer prevail. 

Some historians have criticized Wilson for being too inflex- 
ible in his beliefs, too quick to act on slogans, too sure that 
he had a guaranteed position. There is no doubt some justice 
in these criticisms. Basically, however, Wilson was right in 
his major beliefs—and, indeed, these have been largely 
accepted as American policy: a deep concern for the freedom 
and independence of peoples everywhere; and, at the same 
time, commitment to an international body as the best hope for 
peace in troubled times. From the depth of his spiritual con- 
victions, Wilson realized in his own day—and reminds us in 
ours—that national policy like life itself needs a sense of 


direction and high purpose. 


The International Labor Organization 
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ments on the contributions of the International Labor 
Organization to social and economic development in 
the interests of world peace. These observations will be based 
largely on interviews obtained this past summer from em- 
ployers, workers, and government representatives, who attended 
the annual conference in July, and on discussions with officials 
of the LL.O. on the permanent staff in Geneva. 
As a point of departure we might note that the I.L.O. has 
a definite mandate in the preamble of its Constitution to foster 
the improvement of working conditions throughout the world. 
This document, adopted in 1919, states that “universal and 
iasting peace” can be founded only on social justice. The 
preamble further declares that conditions of labor which 
result in privation, hardship, and injustice tend to bring on 
a degree of unrest which can imperil international peace and 
harmony. To prevent such unrest the I.L.O. was directed to 
place particular stress on provisions for adequate wages, regu- 
lation of hours of work, the prevention of unemployment, and 
of industrial injuries. Note was taken of the need for the 
protection of women, the young and the aged, and of workers 
employed outside their own countries. Recognition is given in 
the Constitution of the LL.O. to the principle of freedom 
of association and to the importance of vocational education 
for workers. 


M: PURPOSE this afternoon is to present some com- 


THE CONVENTION 
From the beginning of the LL.O. the particular instrument 
used most widely to improve international labor conditions 
has been the agreement known as the convention. In effect it 
is a minimum standard to be observed by the ratifying nations 
for the establishment of such measures as wage regulation, 
sickness insurance, or labor inspection. Great care is taken to 





get the views of government, worker, and employer repre- 
sentatives of member nations before any text is even offered 
on such an international standard. Indeed the majority of the 
members must first express in advance a willingness to discuss 
the proposed standard at the annual conference. Once a con- 
vention has been adopted by a conference, the member nations 
are required merely to — it to their respective legislatures. 
Those nations which decide to ratify the instrument are then 
expected to put the standard into effect and to file periodic 
reports with the I.L.O. on the observance of the convention. 

With respect to the impact of LL.O. conventions on social 
progress of member nations, it would be unwarranted to 
claim that these instruments were responsible for all advance- 
ment. A whole series of beneficial influences may have been 
at work simultaneously in any one country. Yet many of the 
more than 100 conventions now in effect have been of direct 
help toward raising work standards in member nations. Repre- 
sentatives from Asiatic countries readily admit that much of 
the labor legislation in their nations can be attributed to the 
impact of I.L.O. conventions over a period of thirty years. A 
delegate from the Gold Coast in Africa expressed the belief 
that certain prohibitions against night work in his country 
were largely due to the LL.O. convention on this problem. 

In recent years the convention instrument has been sub- 
jected to heavy criticism by some groups on the grounds that 
one standard for both industrial nations and culiedonaged 
countries is nothing more than a vague generalization. It has 
been said that conventions were more realistic in the 1920's 
when the L.L.O. was chiefly made up of European industrial 
nations. Some regard the convention as outside interference 
in the domestic affairs of a country. 

It is true that many working standards in advanced nations 
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are well above the goals set by I.L.O. conventions. Such con- 
ventions, however, are to be regarded only as a minimum. 
Moreover, even in our country, labor conditions in some 
states could benefit from observance of I.L.O. standards. The 
argument that conventions interfere with domestic jurisdic- 
tion falls to the ground when it is realized that these instru- 
ments have no binding force unless the legislature of a country 
first consents to ratify them. Further, with federal govern- 
ments, such as the United States, conventions regarded as 
appropriate, even in part, for action by the states, are treated 
only as recommendations. 


TECHNICAL ASSISTANCE 


Since World War II there has been wide realization that 
a growing number of problems related to conditions of work 
might encounter more enduring solutions through expert 
advice and demonstration, rather than by the use of the tradi- 
tional convention. Accordingly a vast program of technical 
assistance to member nations has been launched by the [.L.O. 
under the able direction of David A. Morse, its present Direc- 
tor-General. A substantial monetary grant each year from 
the member nations through the expanded Technical Assist- 
ance Program of the UN has made this enlarged project 
possible. 

It must not be overlooked, however, that many other forms 
of technical aid, besides those from I.L.O., are having their 
effect on underdeveloped countries. Nevertheless, striking 
proof that these new operational measures of the I.L.O. have 
made a deep impression is the readiness with which such 
nations are sending high ranking officials to I.L.O. conferences. 
Moreover, the volume of requests for additional programs of 
technical assistance now overtaxes the financial resources avail- 
able for them. 

MANPOWER PROGRAMS 

One of the first steps in bringing technical aid to a less 
advanced country is to conduct a survey of manpower re- 
sources. The quality and quantity of existing manpower indi- 
cate what plans are most appropriate for maximum utilization 
of this most precious reserve. Additional skills that might 
be developed will become apparent. Unless such a survey, 
however, is conducted by seasoned experts, strange interpreta- 
tions may be applied to such callings as engineer or chemist; 
and the total survey will be quite misleading as a basis for 
future economic development. 

A permanent employment information network is then 
organized so that constant check can be made of changes in 
manpower. Several Latin American countries, among them 
Uruguay and Chile, have established such employment services 
under the guidance of I.L.O. experts. To insure efficient opera- 
tion, the I.L.O. endeavors to grant fellowships to native gov- 
ernment personnel so that they may learn the required statisti- 
cal methods used in more advanced nations. 


VOCATIONAL TRAINING 

Realistic vocational training programs are one of the first 
results from accurate manpower surveys. With fifty-two 
projects underway throughout the world, the program for 
vocational training now absorbs one-half of all the funds 
used by I.L.O. for technical assistance. Since much of this 
training is made available to workers by arranging for them 
to stay temporarily in more advanced countries, it represents 
an outstanding example of international cooperation. 

Care is taken to obtain reports from governments and plant 
officials on the use to which returned trainees have put their 
experience received in other countries. Thus far the results 
have shown that expenditures for this work by governments 
and by the IL.L.O. have been amply justified. In 1957 there 
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may be over 750 of such trainees spread over several indus- 
trial nations of Europe. At present the I.L.O. has 13 pending 
requests from such countries as Turkey, Pakistan, Iran, and 
India, to send additional workers abroad under this program. 
These nations have seen the tangible benefits when returned 
trainees introduced modern skills to their fellow workers. 

Sight is not lost of the role of management in this great 
effort to improve manpower resources. Feilowships are pro- 
vided by the LL.O. for plant officials to inspect factories in 
more advanced countries and to study at universities or tech- 
nical schools. The worker trainee, however, as contrasted to 
the fellow, actually engages in the production process of his 
host country. 

Occasionally the L.L.O. has difficulty in finding host plants 
disposed to accept trainees from other countries. Fear is ex- 
pressed that unwelcome competition may later result, or that 
such a program takes up too much time of the company. A 
powerful counter argument emphasizes that inevitably some 
other firm will agree to be host and thus benefit from the 
good will engendered in the trainee’s home country. The 
trainees themselves are required to promise that they will use 
their new skills for the benefit of their own nation, and not 
as a means to find permanent employment abroad. They must 
also sign a declaration not to mingle in politics while a trainee. 


MIGRATION 


Another benefit from accurate manpower surveys is intelli- 
gent guidance in the field of migration. Before action is taken 
on requests for certain types of skilled workers, experts from 
the I.L.O. endeavor to learn the exact categories of jobs avail- 
able by first hand contact with companies in the receiving 
nations, such as Brazil or Chile. Moreover, note is made of 
the conditions of work available. From past experience it 
has been found that skilled workers will soon return home if 
there is little hope of a good standard of living in the new 
country. 

An accurate picture of his economic future in the receiving 
nation is therefore made available to the prospective migrant 
living in one of the chief emigrating countries of Europe, such 
as Italy. In no sense are these precautions intended to discour- 
age spontaneous migration, or the desire of people to join 
their relatives in another country. They are really intended to 
induce migration of additional workers who, without accurate 
knowledge in advance, would not make the transition. 


OCCUPATIONAL SAFETY AND HEALTH 


In too many countries excessive enthusiasm for vocational 
training programs has caused governments to slight the im- 
portance of occupational safety and health for workers. Yet 
neglect of accident prevention brings on a high proportion 
of injuries and serious loss of production. Accordingly, the 
I.L.O. believes that occupational safety should really be an 
integral part of vocational training. Slow progress is being 
made in persuading governments, workers, and management 
to accept this view. Safety precautions are still regarded as a 
new departure in the Middle East and areas of Central 
America. Among other countries, however, I.L.O. experts are 
presently engaged in setting up safety programs in Pakistan, 
Indonesia, Argentina, and Nicaragua. A recent advance by 
the LL.O. in the advocacy of safety measures has been the 
international acceptance of five key symbols to warn workers 
of all nations who handle dangerous substances. The American 
Standards Association and American industry generally have 
been particularly helpful to the LL.O. on safety precautions. 

In the field of safety it is acknowledged now that conven- 
tions and nationa! legislation can only partially meet the 
problem. Technological developments proceed so rapidly that 
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legal controls often become outdated. Availability of practical 
information on new problems, through continuous research, 
often brings better results. The LL.O. is in a most favorable 
position to obtain the cooperation of many countries in study- 
ing safety measures, for example in regard to atomic energy, 
and transportation. 

At present atomic energy is less a threat than other indus- 
trial dangers, chiefly because the nations which have it, started 
their projects under government control and with highly 
trained personnel. It is feared, however, that the occupational 
hazard will be much more serious when atomic energy is put 
to commercial use in underdeveloped countries where workers 
may have little knowledge of the dangers, and inspection may 
be lax. Already there is a big demand in such nations for sup- 
plies of atomic energy and for other radioactive materials. 
Even today there is much ignorance about the hazards of 
uranium mining. Though these dangers can be controlled, 
adequate information and training are lacking. 


REHABILITATION 

When serious accidents do occur it is the desire of the 
LL.O. that the handicapped worker return to a normal and 
profitable life as soon as feasible. For that end a unit is de- 
voted to the work of rehabilitation. A recommendation 
adopted by the conference of 1955 is an excellent code of 
principles covering the human, social, and economic aspects 
of the problem. The central theme of the recommendation is 
that great effort should be made to assimilate handicapped 
workers as fully as possible into everyday society so that no 
psychological barrier will confront them. A committee of 
experts meets annually to discuss rehabilitation and will later 
examine reports from member nations on what steps have 
been taken to put into practice the principles of the LL.O. 
recommendation on the subject. 

In effect the basic feature of rehabilitation is sensible voca- 
tional guidance followed by appropriate training and place- 
ment. Training for its own sake is of slight avail. The new skill 
must be fitted to a solid economic need so that a livelihood is 
in reach. LL.O. experts have established centers for training 
of the handicapped in such countries as Egypt, Guatemala, 
and Ceylon. Other experts from advanced nations like the 
Unired States, Canada, and Britain, are also establishing cen- 
ters in Greece, Spain, Italy, and Austria. In addition fellow- 
ships have been granted in these countries for schooling 
abroad in the work of rehabilitation. There are still large areas 
of the world, however, where practically no significant pro- 
grams exist for vocational rehabilitation. Nevertheless, the last 
war has served to make many nations conscious of the need to 
train or retrain the handicapped for industrial employment. 


WOMEN WORKERS 

From the founding of the LL.O. there have been efforts tu 
safeguard the economic status of women. One of the first legal 
instruments adopted by this organization was the maternity 
protection convention in 1919. Yet increasingly, the LL.O. 
is advocating the training of women in various skills‘ as one 
of the best ways to protect them against exploitation. While 
women remain unskilled they will continue to be at a competi- 
tive disadvantage. Unfortunately, in the less industrialized 
nations little has been done to raise women from this category. 
Nevertheless, a survey is now being conducted in nine Asiatic 
countries as preparation for vocational training of women. 
Experts will soon arrive in Argentina to set up am organiza- 
tion for dealing with problems of women workers. To empha- 
size the importance of action in this field, the LL.O. points 
out that when any segment of manpower faces exploitation, 
there is a tendency to decrease the level of standards for all 
workers. 
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Studies and reports on the conditions of employed women 
are frequently made available by the 1.L.O. Numerous queries 
dealing with women in industry meet their answers in Geneva. 
Various technical assistance projects throughout the. world, 
relating to women workers, are directed from this same office. 

Oddly enough, certain groups of women are the most vigor- 
ous critics of this area of the LL.O.’s work. A number of 
feminists oppose any special legal protection for women on 
the grounds that such measures interfere with their freedom 
to work when and where they please. The I.L.O., however, 
considers such laws necessary not only for the protection of 
women, but for the protection of society. For example if no 
law forbids night work for women, the family itself suffers 


injury in consequence. 
SOCIAL SECURITY 


An institution given generous support by the L-L.O. and of 
direct concern to every type of worker is social security. Con- 
tributory plans, similar to those in the United States, are now 
gradually expanding all over the world. There are two con- 
ventions on the employment status of workers and so the 
LL.O. keeps closely informed in regard to this type of social 
insurance. Many regional and international agencies dealing 
with social security turn to Geneva for technical guidance. 
The I.L.O. endeavors to serve as a clearing house for informa- 
tion covering statutes on social security in about fifty nations. 
Summaries and comparisons of these acts are issued at various 
times as well as research studies on particular phases of such 
laws. 

Perhaps the most important work of the I-L.O. in the field 
of social security is in technical assistance. Since World War 
II the organization has sent experts on the subject to about 
24 countries. A good number of these nations are in South 
America. Similarly many countries in Asia and the Middle 
East have called upon the L.L.O. to send them experts. Usually 
they study the economy of the country, make basic recom- 
mendations, and then help to draft a social security statute, as 
well as set up its administrative procedure. A particular prob- 
lem given attention by the I.L.O. in this field is the safeguard- 
ing of rights for-workers in transportation who may be in- 
volved in several national jurisdictions. In 1952 the LL.O. 
adopted a comprehensive convention on social security which 
is gradually being ratified by the member nations. 


COOPERATIVES 


To combat underemployment, and to promote social devel- 
opment of basically agricultural nations, the I.L.O. endeavors 
to encourage consumer and producer cooperatives. Quite a 
number of regional conferences on the subject have been 
arranged by the LL.O. in Asia, and recently in some South 
American countries. Documents on cooperatives are prepared 
to assist delegates in the discussion of their problems, and 
to give general guidance and stimulus. Annually the [.L.O. 
brings to Denmark representative groups to study in this 
field even from Asia last year. A series of training courses 
have also been established in the Far East. 

Technical assistance has been furnished by the I.L.O. to 
several Caribbean countries. Requests were made for this help 
because such nations do not see much prospect for large 
capital investment. Producer cooperatives have been one of 
the most effective ways to activate their small scale artisans. 
Recently a technical assistance program was launched in the 
Middle East covering ten countries. 

Opposition to the work of the L-L.O. in the field of coopera- 
tives is less vocal than in the past. Pomc some felt that 
this type of economic organization represented unfair competi- 


tion with private enterprise. For the most part the L.L.O. seeks 
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to encourage cooperatives in areas where private industry is 
negligible. Time and again cooperatives have been able to 
place in the hands of destitute individuals the proper tools, 
equipment, and supplies so they could earn a normal liveli- 
hood. Handicrafts such as fishing, weaving, shoemaking, print- 
ing and tailoring have been known to flourish under coopera- 
tive guidance, as Catholic missionaries will testify. 


THE ANNUAL CONFERENCE 


Turning now to the more general activities of the I.LO., 
note should be taken of the annual conference as a great 
learning process in social and economic development on the 
part of employers, workers, and governments. Upwards of 
1000 participants from over 70 countries come to Geneva 
each year for discussion and decision in regard to problems of 
labor. The annual conference has done much over the years 
to improve working conditions through conventions, recom- 
mendations, and special studies. 

Exchange of views and opportunity for small nations to be 
heard, tend to bring critical issues to the fore. At the annual 
conference occasion is found to talk over matters with more 
experienced representatives who would never be encountered 
by many delegates under ordinary circumstancs. Union officials 
in less developed nations receive valuable guidance from their 
counterparts in other countries. 

It is true there is a great variety in the capacity and 
application shown by representatives from different countries 
and within particular delegations. Lack of continuity of repre- 
sentatives over a period of years is also a handicap. Never- 
theless, there have been remarkable examples of rapid growth 
in statesmanship on the part of some delegates who have been 
able to attend the I.L.O. conferences for several years in suc- 
cession. 

INDUSTRIAL. COMMITTEES 


Since 1945 another type of group session has been spon- 
sored by the L.L.O. which may in a fashion rival in importance 
the annual conference. Eight committees of employer, union, 
and government representatives now meet every two or three 
years to consider problems of industrial relations which affect 
a particular industry. With four such committees scheduled, 
as many as 600 representatives have taken part in these ses- 
sions over a period of a year. Because the participants begin 
with definite common interests, say as members of the Com- 
mittee on the Iron and Steel industry, their relationship is 
much closer than is the case at the annual I.L.O. conference. 

The purpose of the industrial committee is not to draft 
conventions, but to work out conclusions in the nature of 
suggestions, mainly for the use of employers and workers, 
rather than of government. By the very fact that responsible 
men in various industries cooperate to draw up constructive 
suggestions, the LL.O. is greatly aided in its task of improv- 
ing work standards. Topics dealing with social security, speed 
of work, and automation have been discussed. It is significant 
that most American employers at the last meeting of the Iron 
and Steel Committee were so impressed by the discussions 
that they intend to return next year, whatever action the 
N.A.M. may take on keeping membership in the IL.L.O. The 
conclusions from the sessions of the industrial committees are 
made available to all the 76 member nations. 


THE LL.O. AND OTHER INTERNATIONAL ORGANIZATIONS 


Inevitably the LL.O. as a world wide organization finds it 
appropriate to maintain relations with other international 
bodies. In the concerted programs for community development 
sponsored by the UN, the task of establishing fair standards 
for working conditions is entrusted to the I.L.O. The Coal and 
Steel Community of the Benelux nations received valuable 
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help from the LL.O. in the early years on questions of man- 
power and of social security for migrant workers. Cooperation 
exists between the I.L.O. and the International Federation of 
War Veterans on matters of rehabilitation programs for civil- 
ian life. 

Because of the frequent relations with Catholic groups in 
the performance of I.L.O. activities, a Catholic priest has been 
a member of the Secretariat in Geneva since 1925. It is recog- 
nized that there is a consistency in Catholic social doctrine 
and ready access to it may help to understand the position of 
the Church on a given subject. Problems also arise at times 
which involve consultation with members of the hierarchy. 
The presence of a priest in the I.L.O. office helps to smooth 
the way. In this connection his work was greatly aided re- 
cently by the excellent statement on the LL.O. from the 
Catholic Association for International Peace. 

The Church itself derives considerable benefit from the 
fact that a priest is a member of the LL.O. staff. First hand 
information is available to the Vatican on such current mat- 
ters as the work of the I.L.O. for indigent peoples. Catholic 
missions are particularly interested in technical aid programs 
which concern the health, education and training of mission 
communities. It is realized that both the I.L.O. and Catholic 
missions can benefit through cooperation on such projects. 
Another current I.L.O. topic of keen interest to Catholic 
missions is the problem of forced labor. 


THE PRESENT STATUS OF THE [.L.O. 


Looking now to its present status, the I.L.O. in terms of 
geographical representation and operational programs is more 
of a world wide body today than ever before in its history. 
The organization is making steady progress towards helping 
workers to economic maturity in underdeveloped nations. Yet 
some delegates would prefer to make the I.L.O. a mere infor- 
mation center, devoid of programs for positive economic 
action. Actually, in many areas improvement of working 
standards can hardly be hoped for without programs of this 
sort. 

Some fear, nevertheless, that these positive programs, be- 
cause they require government support, tend to foster a 
socialist philosophy and lessen individual initiative. At best, 
they say, mere discussion, rather than conventions, or practical 
programs should be advocated by the I.L.O. This view tends 
to ignore the fact that in underdeveloped nations, where con- 
ditions are worst, self-help by workers through their own 
organizations is a vain hope when such groups are weak or 
nonexistent. Without the aid of government little can be 
done to improve standards or to promote collective bargain- 
ing with employers. Even in the United States we see the 
need for such support from government. 

It is true there are countries represented at the I.L.O. which 
would prefer to have government operate the economy. Yet 
there is no evidence that the IL.L.O. itself is fostering such an 
attitude. For example no effort on the part of the I.L.O. is 
given to the encouragement of nationalization of industry. On 
the contrary, at the Asian Conference four years ago, a resolu- 
tion was passed, without dissent, suggesting that under- 
developed countries seek investment from private companies 
and with adequate safeguards for private operation. Experts 
on technical assistance from the I.L.O. give their services to 
both public and private enterprise in the nations requesting 
this aid. 

Fear has been expressed that the high standing of the Sec- 
retariat may become undermined, now that Russia has re- 
entered the I.L.O. At present only three Russians are on the 
staff of 600 and even during her earlier membership Russia 
had a small representation in the Secretariat. The Director- 
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Genera! constantly endeavors to select members for the staff 
on the basis of technical merit and not in any fixed proportion 


ro the size of a member nation’s financial contribution. 


NEED FOR A POSITIVE APPROACH 


Unquestionably, the free nations must increase their vigi- 
lance, with Russia again a factor in the I.L.O. Her aim may 
well be to paralyze, destroy, or use the organization for her 
own ends. To prevent this accomplishment there must be 
proper understanding of her tactics. On the rostrum, in the 
committee rooms, Russia seeks to promise everything for those 
countries it wishes to win to its ideology, and designedly 
beyond the bounds of practicality for the I.L.O. 

Of the various measures that might be taken to deal with 
the Russian threat the most realistic appears to be what has 
been called an “active presence” policy on the part of the 
leading free nations, especially the United States. For too long 
already Russia has been allowed to pour out her propaganda 
at conferences without vigorous effort by the free countries to 
expose her misrepresentations. Instead the leading free nations 
are often in a position of apparently opposing much needed 
improvements in work standards for underdeveloped coun- 
tries, with serious loss of prestige in the eyes of the world 
as a result. It is hard to see enlightened statesmanship in an 
attitude which expresses itself by demanding fewer confer- 


VITAL SPEECHES OF THE DAY 


ences, less reports, a reduced budget, and rarer meetings of 
industrial committees. Yet in the face of the Russian threat, 
those were some of the changes advocated by certain dele- 
gates at the annual Conference last summer. 

Actually the LL.O. is an excellent forum where we can 
show other nations, particularly the underdeveloped ones, the 
merits of our political and economic institutions and can 
prove to them that we are social minded in our beliefs. Most 
of the LL.O. representatives who come to Geneva never see 
the United States and form their impression of it only by 
what our delegates do and say at the Conference. A negative, 
critical presentation on our part wiil not permit us to use the 
L.L.O. forum to best advantage. Instead we may be creating 
in the minds of delegates from the less advanced nations the 
belief that we are discriminating against them. 

The great area of the world which now is in precarious 
balance between Russia and the free nations are the many 
countries in Asia, Africa, and South America which are fer- 
vently seeking a better economic status. If we close the door 
to them, the deceptive overtures from Russia will become the 
more attractive. There is only one sound course open for us. 
We must adopt a positive, constructive approach in the I.L.O. 
which will overcome the Russian tactics of misrepresentation 
and strengthen our ties with those countries which are search- 
ing for political and economic independence. 


True Prosperity In America 


A LOOK AT THE RECORD 
By GEORGE M. HUMPHREY, The Secretary of the Treasury of the United States 
Delivered before The Economic Club of Detroit, Michigan, October 8, 1956 


about something that almost everybody seems to be talking 
about—tight money. 

We can’t have high prosperity, abundant jobs at high pay, 
high confidence, high spending, and wide general expansion 
with cheap, unlimited money and a stable cost of living all at 
the same time. 

Our problems today are the problems of great prosperity. 
They are nonetheless real and difficult and must be courage- 
ously faced if we want to keep true prosperity in America— 
prosperity that will continue and stretch forward into the 
future. 

Let me tell you why. And let's start, as Al Smith used to say, 
by taking a look at the record. 

Let's go back to 1939—before the last world war—and come 
down to today. In the period of about six years, from 1939 
through the end of 1945, the year the war ended, the value of 
the dollar in goods that it would buy was reduced from 100 
cents to 76 cents, a reduction of 24 cents or about one quarter. 
During that period interest rates, by deliberate design of the 
Administration then in power, were artificially held at very low 
levels. 

During the next seven years, from the end of 1945 through 
1952, covering the postwar period and prior to the advent of 
this Administration, and when we were supposed to be return- 
ing to a peacetime economy, the value of the dollar in goods 
that it would buy was further reduced from 76 cents to 52 
cents, or another 24 cents—but that was a reduction of about 
one-third. And, during most of that period, by deliberate de- 
sign of the Administration then in power, interest rates were 
still being held to a very low level, arbitrarily. 


| WANT TO TALK to you today just for a few minutes 


And all that time the cost of living was steadily increasing 
until there was a total increase during those 13 years of the 
previous Administration of almost 100 percent in the cost of 
living while the dollar was cut nearly in half. 

Since the election of this Administration, from 1952 right up 
to the present day, almost four years, the value of the dollar in 
goods that it would buy has been reduced from 52.1 to 50.9 
or about 1.2 cents. Interest rates during that period have been 
allowed to fluctuate naturally, both up and down, in response 
to the extent of demand. 

The record is all too clear. The evidence of the actual facts is 
too convincing. While we had arbitrarily cheap and plentiful 
money, the cost of living doubled—the value of the dollar was 
cut in half. Whereas with money advancing or declining more 
freely in response to the pressure of demand, we have enjoyed 
a perfectly remarkable stabilization in the cost of living and as 
sound a dollar as we have ever had. 


THE RECORD 


There is plenty of talk nowadays of a new record high in the 
cost of living but again let's look at the record. From 1939 
through 1952, under the deliberately inflationary policies of 
the previous Administration, there were 30 separate times 
when new record highs in the cost of living were set and the 
cost of things for living rose from $1.00 to $1.92. In other 
words, it took $1.92 to buy at the end of the period what you 
could buy with a dollar at the beginning of the period. The 
cost of those same things today is at a new record high at 
$1.961/4. But the real point is that of the total increase of 962 
cents over the whole period, 92 cents came during the 13 years 
under the inflationary policies of the previous Administration 
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as compared with only 414 cents in nearly four years under the 
stabilizing policies that are now in force. 

A new record high now, yes, but built up by 92 cents under 
deliberate inflation and held down to only 44 cents by a 
reversal of that policy during the 4 years just past. 

No more effective demonstration of the difference between 
the two policies in their effect upon the lives of the American 
people could possibly be made. 

Now is there any reason why we should not learn from that 
hard experience? Is not this demonstrated fact of the past a 
reliable guide for the future to show us the pitfalls to avoid 
and point the course that we should follow if this great pros- 
perity, if these great good jobs, good pay and good times are 
to endure and further sweeping increases in the cost of living 
are to be held down? 

I can give you no lecture on abstract economics, but I can 
call your attention to a few common sense basic facts. 

Our problem is the problem of prosperity; to continue to 
live successfully and permanently with prosperity, in peace and 
in freedom. 

It may be even tougher than the problems of adversity, for 
when you are in trouble the whole idea is to get it over with— 
co make a change. What we have now, we want to keep. We 
want good times to continue. We want to have exactly the 
same problem next year, the year after, and as far ahead as we 
can see. 

The problem of learning to live with prosperity, at peace, 
and in the freedom which we Americans regard as our birth- 
right, is not alone the problem of Government. 

It is equally your problem—the problem of every single 
American. We cannot place upon the government the exclusive 
concern with the difficulties—we might call them the happy 
difficulties, but difficulties nevertheless—that arise when you 
try to make prosperity last in a time of peace and in a free 
society. 

SUPPLY AND DEMAND 

It might be called the problem of “too much all at once.” 
But there is a simpler and older name for it: the problem of 
supply and demand. We are prosperous, and that means we are 
working very close to the limits of our manpower and our 
materials. We are at peace, so there is no place for wartime 
controls or powers to ration work and materials. We are free 
and we want to stay free, so we do not want to dictate wages, 
prices or rents. We do not want arbitrarily to allocate materials 
and labor by government order or decree. 

But just because we are prosperous—in peace and in free- 
dom—because the public in general has great confidence in the 
future, we all want to buy and expand. The public wants to 
earn more and spend more, all at the same time. The demand 
for money is unlimited, but the supplies of the things money 
buys—goods, materials, and the labor, skill and services of 
people—are limited. We have neither the necessity of war nor 
the desire of dictatorial government to ration those things. 
That being so, we must keep the supply of money from grow- 
ing beyond the supply of people and materials. That is the 
only way to avoid rapidly rising prices and inflation while 
Maintaining prosperity in company with both peace and free- 
dom. 

In years gone by the government, deliberately encouraging 
inflation, arbitrarily held the price of money down. 

The cost of living doubled. Our debt went up by a large 
amount, partly because the things the government was then 
buying went up so much in price. And all that extra debt we 
still have with us to pay with hard work and the sweat of our 
brows for the errors of the past. 

Today a very high percentage of all the people of the United 
States are employed, and the goods of the United States are 
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being largely absorbed. Materials in most cases are in full 
demand and in some cases there are even shortages. Except for 
a very few scattered soft spots, the situation by and large is 
one of great prosperity straining the Nation's resources. 

When as now, widespread confidence in the future is so high 
that we seek to go further and faster than that, what happens? 
We start drawing either manpower or scarce materials away 
from each other. That is going on today. If you don’t think 
it is, do what I did the other day. Take the Sunday editions of 
half a dozen major city newspapers across the country—includ- 
ing Detroit. Throw away all of the pages except those pages 
which have to do with advertising by various concerns to hire 
people, and in these half dozen papers those pages will be 
several inches thick. Pretty nearly everybody in business is 
advertising in some paper to employ some man for some 
company other than the one he is now working for. 

The same thing is going on with many materials. 


SOME RESTRICTION 

There has to be some governor, some restriction, in this 
situation, otherwise the price of materials and goods keeps 
going on up without producing any more goods, and we all 
just pay more for the same. 

If this big demand for money is used to expand sales and 
plant and capacity and activity when expansion means only 
hiring more people and trying to get more goods than there 
are, then the price of goods and services will rise with no 
corresponding increase in either goods or productivity. 

But, if the price of money rises it will tend to keep the 
demands for expansion in line with the supply of our resources. 

And, it is easier to contract the price of money when it has 
served its purpose than it is to contract the price of goods and 
services. You don’t contract what you pay for services, goods 
and materials without some very serious hardships resulting. 
But you can contract the price of money without hurting 
people. That is why it is the best economic governor. It pro- 
tects jobs, prices and wages as it works. 

We don’t want to go the “easy” monéy road, the old familiar 
road to inflation. We don’t want to go up only to come down. 
We want to let natural corrections and restraints operate freely. 
The government is not putting up the price of money—you 
often hear that said. It is the accumulated demands of people 
and business that are doing it. 

As more and more people want to expand and use more 
money to do so, the demand for money increases and the price 
rises. Now if the Federal Reserve Board neither arbitrarily 
increases the supply nor arbitrarily holds down the price, in- 
terest rates naturally rise. As they rise, and money costs more, 
some people gradually refrain from so much expansion and the 
demand for money decreases. As supply again catches up with 
demand, the price again begins to decline and the pressure on 
the cost of living is reduced without an excessive advance 
hurting all the people. 


OTHER SOURCES OF PRESSURE 


There are other sources of pressure that must also be taken 
into account. The government of the United States collects and 
spends so much money that it has a tremendous effect on the 
economy. 

In this Administration we have reduced our expenditures 
about eight billion dollars. At the same time we cut taxes by 
nearly the same amount as the money we saved. In cutting 
taxes we gave back to the public to spend for themselves as 
they thought best the money we saved in government spend- 
ing. This helped to make jobs in private industry for those 
whose livelihood had formerly depended on government 
spending. They helped to produce more goods for all the 
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people to buy, whereas when those government employees 
were working for the government they didn’t produce any 
goods that the rest of the people could purchase. 

Today we are spending in the neighborhood of forty billion 
dollars for military goods and services. That forty billion 
dollars is money that goes out in wages and for goods that 
curn into wages. It makes that much spending power in the 
country. Yet there isn’t anybody involved in that whole forty 
billion dollars who makes goods that a consumer can buy. 
Consumers don’t buy tanks or bombers, ammunition, etcetera. 

Defense spending is necessary, and we will continue to 
spend on defense every penny and every billion that we need 
to spend to provide the nation with adequate security. But the 
economic significance is that the government in its own fiscal 
policy is putting a great pressure on the market for goods by 
putting that much money into this spending stream and not 
putting added goods out for the people to buy. 

That brings us to the next point, the government's policy 
with respect to debt and savings. When interest rates are kept 
down arbitrarily, not only is the incentive to save money re- 
duced, but the fear of inflation helps to create a lack of capital 

lack from which the whole world is suffering. 

We are short in this country and in the whole world of 
capital—that simply means short of savings. 

We have been through a period of years when there was 
little incentive to save. In the first place, the interest rate was 
held down so low that there was very little return. There was 
no natural incentive. In the second place, as the value of the 
dollar declined and as inflationary pressures took hold, people 
were afraid to save a dollar because it was constantly declining 
in value. As I have shown, six years later it was worth only 76 
cents, and 13 years later it was worth only 52 cents. So the 
lack of incentive resulting from low interest and the fear of 
inflation first took away the reason to save and, as it went on, 
it actually kept people from saving. On top of all this, some of 
our public leaders then scoffed at saving as outmoded and old- 
fashioned and urged spending and more spending, regardless 
of increasing debt or adequate income. 

Saving money and thereby creating capital is no mystery. It 
simply means that someone must deny himself the pleasure or 
desire to spend some part of his paycheck rather than save it. 
Part of his income he must of course properly spend, but part 
can be laid away for the future if (1) there is sufficient incen- 
tive to do so because of a fair return in interest or dividend, 
and (2) if he feels safe in the continuing value of his savings. 
Most all Americans today are saving something through pur- 
chase of insurance, payments for pensions, the purchase of 
government bonds or in a savings account or in the many 
other ways that there are to do so. As interest rates rise, all 
those savers benefit. But if inflation sets in and the dollar de- 
clines they are robbed of part of their savings. Inflation is the 
great thief. The young, the old, the sick, the small saver, all 
those least able to protect themselves, are the helpless prey of 
wicked inflation. It must be held in check. 

We must also create more incentive for more saving, to 
have more capital available for expansion. We must have it 
because we in our growing country have a million new people 
every year looking for new jobs. Unless someone can invest 
from ten to twenty thousand dollars apiece for them, they 
cannot get a job in which they can earn the kind of wages now 
being paid in America—wages 12 percent or more above those 
paid in 1952. Such wages can be paid only on the basis of 
high productivity, the kind of productivity that comes only 
from skilled workers using highly productive machines and 
power. Those machines and that power cost money. We can 
only have the plants, the machinery, the power, the transporta- 
tion and all the rest that goes to make up our modern in- 
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dustrial and farm life by saving and investing. Inflation kills 
the goose that lays that golden egg. 


STANDARD OF LIVING 


Without savings and investments you cannot get high 
productivity. Without high productivity you cannot have high 
wages. Without high wages you cannot have the standard of 
living we all want. Inflation slows the whole process. That is 
something that everybody ought to understand. The best 
known way to help control it is a flexible price for money, be- 
cause a flexible price for money is a governor that operates to 
hold down the cost of living and make prosperity last, in peace 
and in freedom. 

There can be some differences of opinion as to timing and 
the degree with which this process of using the price of money 
as Our economic regulator takes place. But the process is a 
sound, right step in the direction of sound money; a sound 
economy; and continuing to have the people of this country 
working at more and better jobs at higher pay and with ever 
higher standards of living for all the people. 

Now, I am not here this noon to make a political speech, 
and right here I just want to say that this reminds me of a non- 
partisan conversation I heard the other day. Two fellows were 
talking and one of them said to the other, “How are you going 
to vote?” 

The other fellow said, “I'm going to vote Democrat.” 

He said, “You are? Why in the world would you do that?” 

“Well,” he said, “four years ago I voted Democrat and I 
never had it so good ever since.” 

But this all leads me to some vital conclusions about true 
prosperity. There are two roads we can travel. 

The past performance, the platform and the campaign 
speeches of the opposition party show clearly what they pro- 
pose. They show one road. 

They propose cutting taxes regardless of the amount of the 
government's income. At the same time they propose new 
government spending programs costing many additional bil- 
lions of dollars. This is the policy of deliberate inflation and 
must result in a return to a budget unbalanced by several 
billion dollars with all of the inflationary pressures that would 
create. 

They profess concern about inflation. At the same time they 
attack all the things which are our best defense against infla- 
tion. 

GLARING CONTRADICTION 

They present a glaring contradiction. They cannot be for 
the principle of sound money, and for all that it means to 
continuing prosperity, while they are against the things that 
make sound money possible. 

The record of their past and their promises for the future are 
filled with concessions to the easy way which will destroy con- 
tinuing prosperity. 

The other program is exactly the opposite, and I am proud 
to put that record before you. It shows the other road. 

The evidence of our present high prosperity is abundant 
wherever we turn. 

We have record high employment—more than 66 million 
people working at good jobs. 

We have record high wages. 

We have production of goods and services exceeding all 
previous records. 

And we have this high prosperity—in peace—with but little 
change in the cost of living during the past four years. The 
money of our people during this Administration has stayed 
sound, because our government has been doing the things 
we said we would do in fiscal and monetary policy to stimulate 
confidence and incentive; to keep money 
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GEORGE M. HUMPHREY 


And what of our present promises? We propose to continue 
those things which have worked so well in the recent past. 

We propose to continue to spend only so much as is ab- 
solutely required for our security and necessary services to the 
public. 

We propose to keep our budget in balance. 

We propose to cut taxes—not out of borrowed money which 
is inflationary and only a means of passing our debts on to our 
children—but whenever our budget surplus permits, when 
we can look ahead and see a government surplus of income 
over spending large enough to pay for a tax cut which can 
be spread fairly among all our people. 

The record shows that the policies we have followed for 
nearly four years have been successful. We propose to continue 
them for the good of every American—to have true prosperity 
with peace and with freedom. 

* . > 

Following his address, Secretary Humphrey answered the 
following questions: 

“SECRETARY HUMPHREY, WOULD YOU CARE TO 
COMMENT ON THE EFFECT OF PROGRESSIVE TAXA- 
TION ON CAPITAL ACCUMULATION?” 

Yes, I will be very glad to, although frankly that’s pretty 
much a moot question. Some years ago we could have had very 
serious discussions about that, but I think this country is 
committed to graduated taxation. To some extent it does 
impair the accumulation of capital. But what's actually going 
on in this country, gentlemen, I don’t think people fully 
realize. I think if you went up to the average man on the 
street and said to him, “I’m pleased to see that you gave a 
little slip to your employer to hold out of your pay every week 
a few dollars to buy Steel common with, or General Motors 
or Chrysler or Ford,” I think he would be very surprised. But 
that is what is going on in this country. The pension funds, the 
sales of insurance, all of the various savings plans that there 
are in this country are creating millions and millions of savers. 
And thank God they are, because we are accumulating in that 
way savings that are being deducted from payrolls all over the 
country, that are being accumulated in all sorts of ways, 
voluntarily and by law, that are raising large amounts of 
capital, and that amount of capital is going back into industry 
and into the purchase of the tools that those same fellows are 
going to do work with and earn their living. And the great 
bulk of the savings in America is coming from the great 
mass of the people with these greater earnings. Just think, 
we've got in Savings Bonds alone—I will just put in a little 

lug; this is a commercial for our own Savings Bonds—nearly 

40 billion that are owned by more than 40 million people. 
That's terriffic, and that’s all over the country. It’s everywhere. 
And you have these savings going on in many, many channels, 
so that while theoretically you might question the desirability 
of limiting savings through graduated taxes, practically we are 
committed to that system. We are committed to the system 
on the ground that those who can best afford to pay should pay 
more than those who can least afford to pay. That bridge has 
been crossed in this country, I think, permanently. 

Now that doesn’t mean that our rates aren’t too high. That 
doesn’t mean for a minute that our taxes shouldn't come down. 
I am firmly of the belief that this country cannot go on taxing 
the amount that we are taxing, and taking that amount of 
money and putting it into, as I said a minute ago, $40 billion 
worth of stuff that nobody can buy, that doesn’t create a ma- 
chine tool, that doesn’t create a monkey wrench, that doesn’t 
do anything to create capital in the country and build more for 
the people to earn their living with, to raise the scale of living 
for us. And we aren't satisfied just with keeping the scale of 
living, and we never should be. We want a continually in- 





187 





creasing scale of living. We want it to keep getting better. 
We don’t want to go 10 years and look back and not be as 
well off as we were. We want to be better off. And that takes 
more and more organization, more and more capital, more 
and more power because you can’t have something you don’t 
earn. You've got to earn it. The only way that America can do 
this is by organization; by research; by invention; and by or- 
ganization of men and materials to make men earn more con- 
tinually, year after year; to increase productivity and have 
people earn more. 

“WHAT CAN BE DONE TO GIVE A SHARE IN THIS 
PROSPERITY TO WHITE COLLAR AND PROFESSIONAL 
WORKERS?” 

Well, one of the best things you can do is reduce taxes, and 

if we can just cut down on our government expenditures and 
reduce taxes, we'll all be better off. 
“ARE NOT THE HIGH PRICES OF HOUSING, AUTO- 
MOBILES, AND SO FORTH, MORE OF A LIMITING 
FACTOR THAN CURRENTLY HIGHER RATES OF 
INTEREST?” 

Well, of course, this is all relative. If you're out of a job, 
you would have a terrible time buying an automobile for 
$300.00. If you’re in a good job and lots of pay, and you've 
got a lot of confidence that your job is going to keep going 
and you're going to stay there, and times are good and con- 
ditions are good, it is a lot easier for you to pay $1500 or 
$1800 under those circumstances than it is to pay $300 if you 
haven't got a job at all. 

“IS ANYTHING BEING DONE TO RELIEVE THE 
BUILDING INDUSTRY FROM BEARING ALMOST EN- 
TIRELY THE EFFECTS OF TIGHT MONEY?” 

Well, that kind of assumes something that I am not sure 
is quite right. But there isn’t any doubt that the building 
industry is being affected by the higher money. Of course one 
of the things is, who pays it?—which is something you've got 
to have in your mind a little. If the interest rates are fixed, as 
they are by law now, so that on government guaranteed mort- 
gages you can pay only so much, then the only way the interest 
can be reflected to the mortgage is by discounting the principal. 
You can make interest two ways, you know; either by raising 
the rates or lowering the principal. Either one will give you 
the same result. Now when you fix the interest rate, as the 
law does in some of these mortgages, and you have to adjust 
the market by lowering the principal, why that means that 
those mortgages have to be sold at a discount, and if the mort- 
gages are sold at a discount, that has to be absorbed by the 
builder and the seller. Whereas, if the interest rate is raised, 
why you pass that on and it is paid over a good many years 
by the buyer. If the seller is not going to absorb it, he has to 
increase the price of the house and that slows down the sale. 

So there are lots of angles to the building business that the 
interest rate affects. But I think it is clearly fair to say that 
changing interest has had an effect perhaps greater in the 
building business than in most other businesses; at least it has 
been felt faster. And there have been several things done to 
assist in that direction. But I can’t help but feel that the fact 
is that this year—if you just get right down to facts—we talk 
about money being short and all that, but money isn’t short; 
it’s that demand is big. There is more money being borrowed 
by more people today than ever in the history of the country. 
It isn’t because there isn’t any money around. There is money 
around, there is more money around, and more money being 
borrowed every day than ever has been borrowed, but the de- 
mand is even more than the money is more, so you have this 
pressure for it. 

Now gradually as interest rates vary, that will begin to 
readjust itself, and the fact is that this year there is just as 
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much money going into building as there was last year. Now 
there aren't quite as many units being built this year, and one 
of the reasons there, too, is another thing that has nothing to 
do with money. It’s that people are all kind of upgrading and 
they all like a little better things. They're moving up and 
they're buying little bit better houses. 

But that doesn’t mean that we won't look forward, and I 
think we will look forward, to an adjustment as we go ahead, 
which will readjust these things. If we can only have this 
economy adjust from time to time and place to place. We 
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called it rolling readjustment before, but if it will adjust a little 
here and adjust a little there and do it at different times and 
keep doing it all the time, it will save us from a terrible lot 
of trouble. It’s when there are no adjustments, when every- 
thing keeps going all in one direction until it has gone so far 
that it lets go all over the place all at once, that’s when we 
have our terribly hard times. 

So if we can just keep adjusting here and there all the while, 
and bringing ourselves back into balance, it will be the hap- 
piest day we can ever have in this country. 


Tight Money and Sales 


LET US PROCEED WITH CONFIDENCE 
By BEN H. WOOTEN, President, First National Bank in Dallas, Texas 


Delivered before the Sales Executives Club of New York, New York City, N. Y., November 27, 1956 


gratitude for all the bankers of our country for your 
setting aside a day as a “salute to bankers.” We know that 
we are in the house of friends and there is truly a friendly 
atmosphere permeating this audience. It has been my privilege 
to share some of your friendships for many years. 
“There ase no friends like old friends; 
None so good and true; 
We greet them in the morning, 
As the roses greet the dew. 


| AM deeply honored by your invitation and I speak with 


No other friends are dearer, 
Though made in kindred mould; 
While we love our new friends, 
We treasure more the old.” 

I am thoroughly aware of the fact that I am talking to 
successful men who have established themselves financially, 
socially and civically. 

It is great to be a salesman and it is splendid to be an 
executive; but to be a combined salesman and executive, I 
know, is a marvelous thing. 

Salesmen constitute our greatest economic manpower force. 
Nothing happens over a length of time unless sales are made. 
The clacking of the levers, the grating of the wheels, and the 
roaring of the machinery in every factory throughout our 
great land is made possible by the salesman. Likewise from 
his efforts a great number of our people are able to clip 
coupons from their own investments, and the worker is respon- 
sible to the salesman indirectly for his job. 

The most of you, I am sure, call the signals for great sales 
forces. You are the men of the hour—every hour and every 
day. When you are happy in a business way, the rest of us 
have no cause for worry. It is good that the banker know the 
salesman and that the salesman know the banker. In fact, none 
of us should be strangers. 

There is a poem I like very much: 

‘Here lies the tragedy of our race: 

Not that men are poor; 

All men know something of poverty— 
Not that men are wicked; 

Who can claim to be good? 

Not that men are ignorant; 

Who can boast that he is wise? 

But that men are strangers.” 

In considering the subject of “tight money,” let’s first see 
what we mean by “tight money.” Without getting involved 


in too much technical economic jargon, we can simply say 
that a condition of “tight money” exists any time the demand 
for loanable funds exceeds the availability of loanable funds 
at interest rates we have been accustomed to paying. 

One thing we note immediately about our definition is that 
“tight money” is a condition of relatives. At least two dimen- 
sions of relationship are evident: (1) It is a relationship 
between demand and supply; and (2) it is a relationship 
between one time and another time. 

Whether we are aware of it or not, when we think and 
talk about money being “tight,” we are actually comparing 
the availability of money or credit at one time with availability 
at another—and at all times we are measuring availability in 
terms of a demand relationship as reflected in interest rates. 

“Tight money” does not necessarily mean that credit is 
unavailable. Almost all areas of credit have continued to 
expand; even mortgage debt, in spite of a decline in resi- 
dential construction, has moved up. 

Occasionally a would-be borrower does not qualify for 
credit. To him, credit is really “tight”; in fact there is none. 
He may blame his troubles on the “tight money” situation 
he has been reading about. 

So much then for our definition of “tight money.” Now 
let's turn to an elementary analysis of demand and supply 
forces whose relationship is responsible for the condition of 
money—whether “tight” or “easy.” 

Largest demand comes from governments—federal, state, 
and local; businesses requiring loanable funds for working 
capital and for plant expansion; and from consumers seeking 
to finance durable consumer items such as houses, automobiles, 
appliances, and furniture. 

In our generation, which includes World War II, the fed- 
eral government has demanded more credit than any other 
segment of our economy. Although the federal budget was 
balanced last year and there is prospect of a balanced budget 
again this fiscal year, we know that the government remains 
a major force in the money market as it rolls over from week 
to week its short-term maturities and as it occasionally must 
meet other maturing issues. In December, Treasury certificates 
bearing 25¢% interest will mature in an amount exceeding 
$9 billion. In 1957, almost $37 billion worth of maturities 
will have to be refinanced by the U. S. Treasury, not counting 
the roll-over of 90-day bills in excess of $20 billion. True 
enough these maturing obligations release back an equal 
supply of money, but nevertheless, the government must bid 
against all other users to get the funds. As a result of “tight 
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money,” the U. S. Treasury is paying an average of about one 
per cent more for refunding money than the maturing issues 
cost. It is estimated that the increased cost to the government 
and taxpayers will be approximately $800,000,000 for the 
year 1957. 

State and local governments, confronted with the urgent 
need for more school buildings, hospitals, highways, express- 
ways and the like, are a greater factor in the credit market 
than ever before. During the War, these governments were 
obliged to defer their normal construction program, and they 
have not yet caught up. 

This year we have been witnessing record spending of 
funds for capital goods by corporate business, a condition 
which has contributed major impetus to the high rate of busi- 
ness activity we have enjoyed. The U. S. Department of Com- 
merce reports that corporations spent a record sum of $1314 
billion on plant and equipment during the first half of 1956. 
This was 25% more than was spent in the first half of last 
year. Corporations have also added substantially to their inven- 
tories. Book value of inventories increased during the first 
six months at an annual rate of $7 billion compared with $4.6 
billion during 1955. 

During the first six months of this year corporate business 
obtained over three and a half times as much in bank loans 
as was obtained in the same period of 1955. In fact for the 
last two years requests for bank funds by corporations have 
increased steadily. It is interesting to note that the Department 
of Commerce reports that corporations, other than banks, re- 
duced their holdings of U. S. Government securities by $6.2 
billion during the first half of 1956, and that they drew upon 
their cash and bank deposits to the extent of $1.7 billion. 

Corporations have also tapped the capital markets for 
funds. Currently they are raising a record amount from the 
sale of new securities. Some of this money is for purposes of 
refinancing, but $3.5 billion out of $6.2 billion during the 
first half of this year was in new issues net of retirements. 

Fixed capital expansion on the part of industry is tangible 
evidence that enterprisers’ expectations about the future are 
good. Business men are optimistic about what lies ahead and 
some expect a 30% imcrease in volume within the next ten 
years. Under such circumstances, especially when corporate 
income taxes are as high as at present, it would take much 
higher interest rates than now prevailing to deter business 
borrowing. After all, an increase of one per cent in interest 
charges actually costs most borrowing companies less than 
half of one per cent. Accelerated depreciation acts as an addi- 
tional stimulant. 

When we turn our attention to individual demand for 
credit, we find that despite some efforts toward restriction, 
individuals have increased their demand for loanable funds to 
a record level. Outstanding non-farm residential mortgages 
in June of this year amounted to over $94 billion, which was 
$12 billion more than in June of 1955. It is true that resi- 
dential construction, in terms of number of dwelling units 
built, is down from 1.3 million in 1955 to an annual rate 
of less than 1.1 million this year; but dollar volume is not far 
from its last year’s level due to higher costs and to the con- 
struction of bigger houses. 

For the first eight months of this year, consumer credit was 
running about $5 billion ahead of last year, with about two- 
thirds of the increase taking the form of installment credit. 

Without further analysis, it is clear that in the aggregate 
the demand for money has not only remained very active, but 
it has increased in every category. Coming at a time when the 
economy is operating at near capacity, with a minimum of 
unemployment, credit expansion would seem to be inflation- 
ary. On the other hand, one can argue that with (1) a grow- 
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ing population, (2) an ever-rising standard of living, (3) 
a continued need for a major defense program, and (4) new 
industrial horizons made possible by scientific progress, we 
are facing a period of economic expansion which could last 
several years. If the latter position be true, then the economy 
requires credit to sustain that expansion—and that is im- 
portant to you as a Sales Manager. 

Funds to support an increase in the aggregate amount of 
loans and investments must come either from savings or from 
the creation of new money, or from a combination of these. 
The current “tight money” situation indicates clearly that 
supply has not kept up with demand. In other words, the flow 
of money into savings institutions, the retention of business 
income, and the creation of new money this year have been 
insufficient to meet increased requests for loanable funds and 
for investment money. And the same was true in 1955. 

This does not contradict the fact mentioned earlier that 
credit has been available. What has happened is that lending 
institutions have drawn upon their previously accumulated 
super-liquidity position to meet the excess of current demand 
over current supply. In other words, commercial banks, as an 
example, have reduced their holdings of government securities 
to obtain funds to lend at more attractive rates. Life insurance 
companies and other institutions have done likewise. 

It is significant to observe that since 1940, there have been 
seven different years in which gross private savings failed to 
match gross investment (which includes loans). These years 
were the six of the seven years immediately following World 
War II, beginning with 1946 and extending through 1951. 
On the other hand, the war years 1941-1946 were years when 
savings greatly exceeded private demand for funds, largely 
due to the effects of deficit federal financing for military 
purposes and to restrictions on non-military spending. In 
other words there was sufficient carry-over of savings from 
the war period to meet large credit and investment demands 
in the post-war period. When war-time conditions returned 
with the Korean conflict, deficits also returned, and again in 
the years 1952-1953 and 1954, gross private savings exceeded 
gross investment. 

When life insurance companies, savings and loan associa- 
tions, savings banks, and commercial banks began to sell their 
governments to obtain funds for other uses, we most assuredly 
would have experienced a “tight money” condition in the early 
post-war period had not the federal government supported 
the market for its own securities. This was accomplished 
through Federal Reserve policy and through purchases of 
securities for U. S. Government investment accounts. 

The support of government securities had the effect of turn- 
ing part of the federal debt into money and, of course, was 
inflationary. 

Sound dollar money policy came into existence in 1951. 
In 1955 the term “tight money policy” of the Federal Reserve 
System came into being. Under this system, the Federal 
Reserve did not take any currency out of circulation, they 
just declined to augment further the money in circulation. 
The raises that were announced in the rediscount rate followed 
the increased interest rates by pr’ e lenders. The Federal 
Reserve did not lead the interest rise parade. 

As a result of this policy, we are seeing a depressed bond 
market—not just the market for government securities but 
for industrials and all credit issues bearing a coupon rate 
below the current yield on money. On October 31st, only two 
out of thirty-three issues of marketable federal securities were 
selling at par or above, and both of these were issues carrying 
special tax concessions, being subject to surtax only. Together 
these two issues amount to only $2.4 billion out of a total of 
$133 billion of marketable federal securities, excluding Treas- 
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ury bills. Aggregate market value of Federal bonds, notes, and 
certificates was $5 billion below par on October 31st. Some 
issues were selling at almost 10% below par. A year ago, the 
largest discount on any federal issue was only about 414%. 

Some of us here remember what happened following World 
War I. Government bonds were allowed to seek their level 
without support; and they went to as much as 20% below par, 
despite the fact that the coupon rate on some of the Liberty 
Loan issues was as high as 444%. The shorter term Victory 
notes actually bore rates as high as 434%. 

The demand for funds following World War I was so 
great relative to supply, that money market interest rates ex- 
ceeded coupon rates of governments and drove bond prices 
down—just as has been happening recently. 

However, government bonds climbed back to par in the 
twenties as demand for loanable funds began to equate with 
savings and as the Treasury retired the federal debt from $25 
billion in 1919 to $16 billion in 1930. 

The current situation is somewhat different. The federal 
debt is over ten times as great as the World War I debt, and 
there are no prospects of our being able to reduce it by 36% 
in a short period of ten years as was the case in the twenties. 
In order to do so, we would need a Treasury surplus of almost 
$10 billion a year. That is well-nigh impossible. 

Of course, the demand for money by other users may be 
so great that further advances in interest may develop. At 
present, that seems quite likely, and if it does develop, the 
bond market will be depressed even more. 

Ir is difficult to prove convincingly that “tight money” has 
caused any serious trouble to date in the nation’s economy. 
Business is operating near full capacity and is setting new 
records in many of its segments this year. Employment is at 
an all-time high. Personal disposable income is the greatest 
in our history. Sales in most lines have surpassed anything 
we have ever seen. The Christmas season of 1956 promises to 
eclipse all others in dollar volume of sales—as all of you Sales 
Managers know. 

Looking as objectively as possible at the financial situation, 
I see nothing alarming about what has developed. Interest 
rates today are more nearly normal than they have been in a 
long time. Certainly the cost of money is more in line with 
costs of everything else. Further inflation, which we all said 
we did not want, would have been inevitable had the govern- 
ment and the Federal Reserve repeated the policy of the post- 
war years. 

We should keep in mind, however, that the primary cause 
of the “tight money” condition arises from the expansion of 
credit demand at a greater rate than savings and new money 
are created. No one knows how long this will continue— 
and all of you should think about this in your Sales plans for 
the months ahead! 

Money supply and money demand may stabilize the latter 
part of 1957, and, if so, interest rates will no longer rise. This 
need not mean that credit use would fall off. A high level of 
business activity could be maintained merely from the revolv- 
ing of credit; maturing obligations supplying funds to meet 
the demand for credit. 

We have reason to believe that if the monetary situation 
does begin to show convincing evidence of having a depress- 
ing effect upon the economy, the Federal Reserve will take 
appropriate action. In the meantime, it seems that inflationary 
forces have been reduced to such an extent that we can hazard 
the assertion that the increase in interest costs to business are 
meager compared with the increased costs of materials and 
other things bought by business that would have resulted from 
further inflation. The same would hold for the consumer— 
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that is the key for a Sales Manager to recognize and be ready 
to act in your own business! 

Barring involvement in World War III and assuming no 
development of a wild speculative orgy, I see no reason to 
suppose that credit demand and supply will not ultimately 
come into balance. 

Getting back to my subject “Tight Money and Sales,” let’s 
review briefly the results as of 45 days ago of the “tight 
money policy.” 

a. The government is paying a higher rate of interest on 
all new offerings. 

b. Corporations and individuals are paying higher rates of 
interest. 

c. The prices of ae om and municipal bonds and cor- 
porate issues have my 

d. Automobile sales are ay the same period for 1955, 
and the lack of sales has been charged to “tight money”; 
however, we are led to believe that overselling of the market 
in 1955 is the major cause. It is well to know that as of July 
of 1956, automobile installment notes totaled $15 billion as 
against $13 billion in 1955. Credit is available for financing 
automobiles. 

e. Fewer homes were started this year than last. In fact, 
559,000 units were started in 1956 as compared to 685,000 
for the same period last year. Some of the slump in starting 
is evidently due to unrealistic interest rates on GI and FHA 
loans. I am inclined to believe that over-building in some 
sections is the main reason for the falling off of new homes. 
Even so, one million houses a year is good. 

f. Business inventories are larger than last year. At the 
end of July 1956, there were $85 billion as against $79 billion 
in July of 1955. This increase was due partly to the rise in 
prices and I doubt whether the present money policy con- 
tributed to any great extent to the rise in inventory. 

g. There are approximately $130 billion in government 
bonds now selling below par, and several billion municipal 
securities are doing likewise. They are out of circulation and 
their withdrawal had the same effect as practically freezing 
movement of that much currency. 

h. The great impact of “tight money policy” has been most 
pronounced on commercial banks. Loans have increased $17 
billion since January 1, 1955. Securities have been sold to 
make this amount of lending possible and deposits have not 
increased in keeping with the increase in loans. Banks are 
collecting more interest and they are paying more interest. 

From the problem of a Sales Manager, it is well to enumer- 
ate what the “tight money policy” has not done from a stand- 
point of your sales results. 

“Tight money” has had little or no effect on sales of con- 
sumer goods as of the end of September, as evidenced by an 
increase in sales in 1956 over the same period for 1955. 

Commodity sales are higher except automobiles and auto- 
mobile accessories. 

Retail food store sales increased by six per cent. 

Eating and drinking places sales increased by six per cent. 

General merchandise sales increased by five per cent. 

Furniture and appliance store sales increased by seven 
per cent. 

Apparel store sales increased by eight per cent. 

Gasoline sales increased by eleven per cent. 

All-over sales of every kind increased by four per cent 
over last year. 

“Tight money” did not stop plant expansion. 
20 billion in 1954 
26 billion in 1955 
36 billion in 1956 


82 billion in all three years 
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High interest rates have deterred some corporations from 
making public offerings and many of them have called on 
banks to supply their need temporarily. The expansion of 
business and not “tight money” has brought about the short- 
age of available funds. 

“Tight money” did not affect the purchase of goods by 
local governments as evidenced by $32.6 billion in the second 
quarter of 1956 as compared to $29.5 billion in the same 
period of 1955. 

“Tight money” has had no effect on wage rates. This is no 
oddity since labor unions as a rule concern themselves with 
obtaining the largest possible increase in wages without giving 
attention to money markets and inflationary pressures. 

Regardless of “tight money policy,” so long as wages are 
raised at intervals and passed on to the public, we shall have 
inflationary tendencies. 


It is well to make the following comments in conclusion. - 


The advancing sections of our economy counteracted the 
declining sections, and there was weakness only in automobiles 
and housing. All others were strong. 

Personal income kept step with personal debt, and it is 
encouraging to mote that more than one-half of the family 
spending units in America have no installment debt at all. 
Only 12 per cent of all spending units have fixed payments 
for installment credit which require more than twenty per 
cent of their disposable income. Individuals are more cautious 
and are more careful in safeguarding their budget require- 
ments. 

Fortunately, Salesmen and Sales Managers have to be smart, 
keen and optimistic—and the “key team member” of our 
great economy. Then we might ask—when will a business 
decline begin? No exact date can be anticipated. We believe 
this will not come until unemployment materially increases 
thus reducing purchasing power. Unemployment can come 
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only if comstruction is greatly curtailed for any reason, or 
when the capacity for the production of goods has been 
exercised to the extent that we have large unsold inventories. 
These negative forces do not seem to be in the offing at this 
time to the extent that anxiety should develop; therefore, tight 
money should not greatly reduce sales within the immediate 
foreseeable future. 

Our economy is essentially dynamic and sound. The popula- 
tion is increasing at the rate of three million persons per 
year; the standard of living is rising, and research is opening 
new horizons every day. We would hazard an opinion that 
the first six months of 1957 will see even greater activity 
and that plant expansion will reach its peak. Money will be 
tighter than now and prices will be up a little. Interest will 
likely make some further advances. Business confidence is 
high and salesmen may be sure they will have every oppor- 
tunity to demonstrate their keen sales acumen and reap satisfy- 
ing results. 

So let’s proceed with confidence. 

Someone has said: 

“Life is but a journey taken on a train, 

With a pair of travelers at each window pane; 

I may sit beside you the whole journey through, 

Or I may be seated elsewhere never knowing you; 

But if fate should make me to sit by your side, 

Let's be pleasant travelers—Life is so short a ride.” 

I am deeply grateful that fate has marked me to sit by 
your side today. 

We are entering the holiday season. The Christmas spirit 
is a wonderfully warm and profoundly important thing. So 
let's feel it, let's express it, let’s be grateful for it and especially 
grateful for American citizenship. 

I trust that you and your families shall be completely happy 
during the coming season and that next year will bring every- 
thing your hearts desire, especially peace to the world. 
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